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Whatever the nature and 
volume of your accounting 
problems there is a National 
Accounting Machine to help 
you solve them. 

Desk model machines to 
banish the bookkeeper’s pen 
from the smallest office, 
“Class 31’s’’ of unlimited 
versatility to take anything and 
everything in their stride, and 
a great variety of special 
purpose machines to cut costs 
for the largest corporations. 
May we demonstrate? 
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eet, 


For Lightweight or hefty 


...and in-between accounting problems 





Sales and Purchase Ledgers, 
Invoices, Statements, Cheques 
and Receipts, 

Payrolls, Stores Records 

anj Controls 

Job and Process Costing, 

and all kinds of accounting 


One of a number o: iow priced, front feed book- One of a numbe 


records for all branches of 
keeping machines for all jobs where typewritten purpose accounting machines wit? 


Commerce, Industry and Finance. detail is not required dard typewriter unit (manual or ee 





machine! 


One of several analysis 


One of many desk model bookkeeping One of the man multi-tcotal posting and analysis electrically controlled sorting racks 


machines suitable for smaller business machines for all front office accounting. Suitable to 54 individua! totals for sales 
and branch offices for handling instalment, layby, hotel and building labour analysis and bank 
society, etc., accounts 
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NATIONAL ACCOUNTING MACHINES icici! oc Gn 


DIVISION OF THE NATIONAL CASH REGISTER CO. PTY. LTD. 
14-16 YORK STREET, SYDNEY 





POWER SAMAS 
ELECTRONIC a ms ten PUNCH 


A The cards are 


punched with the cal- 
culation factors and 
are placed in_ the 
magazine. 


B Automatically the 
calculations take place 
and the resultants are 
punched into the cards 
(7,200 calcs. per hour). 


C The cards are re- 
moved and are ready 
for final tabulating. 


Our nearest office will gladly supply full information. 


Kalamazoo (Aust.) Ltd. 


(An Entirely Australian Business) 


SYONEY. NEWCASTLE. a) AGES AIOE. BRISBANE, PERTH. 
BU 4571 B1890. U 5934. 4197. B 3331. BA 7239. 
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New Term Classes... 


The classes for the new term preparing students for the April-May 1958 accountancy 
examinations will begin on 18th November 1957. The special time table of classes for 
the examinations of the Australian Society of Accountants is available on application. 

Your copy will be posted to you free, and without obligation, upon request or, if 
you wish, call at the College Office: for a copy. 


MODEL ANSWERS 


Booklets containing questions set in the Australian Society of Accountants examinations 
October 1957 and Model Answers thereto will be ready for distribution by 30th November, 
1957. 


Model Answers to the May 1957 and October 1956 examinations are also available. 


The complete series is divided into separate books for each examination session 
as follows:— 


Stage 1 Accounts and Auditing . 5/- each. 
Commercial Law “A” and “B” (one volume) 5/- each. 
Company Law and Company Accounts ... 5/- each. 
Advanced Accounts—Part “A” .... ... 5/- each. 
Advanced Accounts—Part “B” 5/- each. 
Monetary Theory and Practice .... .. ' 4/- each. 
Income Tax Law and Progice ... 4/- each. 
Advanced Auditing 4/- each. 


The popular demand for Model Answers to earlier examinations has exhausted 
stocks of some of those editions, but the reprinting of these will probably be completed 
by January, 1958. 


CORRESPONDENCE INSTRUCTION 


Those who prefer to study in the quiet comfort and convenience of their own 
homes proceeding at their own pace will benefit from our correspondence instruction 
which ensures success to the conscientious student preparing for the examinations of 
the Australian Society of Accountants. 


Further information gladly given upon request 


A. € SPECK Commercial College 


138 FLINDERS ST., MELBOURNE, VICTORIA 
Phone: MF 4648 
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Compelling Testimony 
Every Accountant 
should read 


Everyone interested in career training for business 
—and especially for a career in accountancy — 
will be attracted by the brochure we have printed 
containing pertinent extracts frem the two 
“Economist” articles. A copy, free and without 
obligation, is available, upom request, from any 
office of the Hemingway Robertson Institute 


The “Economist”, London, published a two-issue survey about the 
home study educatioh system. In a compelling testimony were 
such startling statements as the following: 


® “In 1951, of 2035 candidates for the Institute of Chartered Accoun- 
tants (Eng.) all but two had taken a correspondence course as 4 
method of study.” 


@ “. . . the Institute of Chartered Accountants (Eng.) declared itself 
uncompromisingly in favour of correspondence tuition, as opposed 
to evening classes, for its articled clerks . . .” 


@“. . . 60% to 80% of all commercial training for examinations is 
conducted through the post . . .” 








A NE 


Hemingway Robertson Institute 
Consulting Accountants . . . . Professional Tutors 

27 BANK HOUSE - - BANK PLACE - - MELBOURNE 

27 BARRACK HOUSE - - 16 BARRACK ST. - - SYDNEY 


Offices all Capital Cities, Newcastle and Launcesten 
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A Contingent Liability 


HIS issue of “The Australian 

Accountant” will be sent to some 
24,000 members, students and sub- 
scribers. In the aggregate they can 
be regarded as typical of any other 
similar number of Australians. As 
such they are equally vulnerable to 
the toll of the road, and statistics 
reveal that annually of every 24,000 
Australian citizens five are fated to 
lose their lives through road acci- 
dents and some 66 will suffer per- 
sonal injury from the same cause. 
It is a frightening and alarming 
prospect. 


Carefully compiled statistics of the 
annual incidence of highway traffic 
accidents made available by the Aus- 
tralian Road Safety Council reveal 
that the figures mentioned above are 
the likely death and accident rates 
which will be the outcome of our 
— and goings on Australian 
roads. 


These observations are prompted 
by the fact that as this issue goes to 
press the Australian Junior Cham- 
ber of Commerce is holding a Road 
Safety Courtesy Week. By this 
means it is hoped to focus motorists’ 
attention on the part road courtesy 
can play in helping to reduce high- 
Way accidents. 


It must be realised that every 
time we travel by automobile we 
take a calculated risk, increasing in 


@. Proportion to the speed of our vehicle 


and the care, attention and courtesy 
—and that of other drivers—with 
which we drive. 
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EDITORIAL 











Last year Australia’s road accident 
figures were 2,200 deaths, and 
50,000 cases of personal injury. It 
is a dreadful penalty to pay for the 
facility or privilege of travelling by 
car from one place to another. Must 
we come to regard this as a fixed 
cost in lives, in suffering, in wastage 
of human potential? If so, it is a 
grave charge on the community, 
bringing tragedy, personal sorrow, 
and permanent individual and econo- 
mic losses which nothing can replace. 


No matter how we look at the in- 
cidence of the traffic toll—13.5 
deaths for every 100 million miles 
travelled or 9.8 deaths for each 
100,000 vehicles on the road—it is a 
contingent liability which must be 
a in the community balance 
sheet, 


The traffic toll is an international 
problem, every country experiences 
losses in varying degrees, but the 
solution to the problem is in the 
hands of the individual—the driver 
of each car, every time he takes the 
wheel. By driving sanely and safely, 
with due regard to courtesy and the 
rules of the road we can all contri- 
bute to our personal safety and the 
reduction of road accidents. 


Accountants no less than any other 
section of the community face this 
problem. By no accounting tech- 
nique can we calculate the contin- 
gent liability represented by death 
and incapacity. We can only resolve 
to play our part in reducing the toll 
of the road and the consequent econo- 
mic loss from careless and dangerous 
driving. 





THE FEDERAL 
BUDGET 


Primary Company Tax 

For the income year ended June 
80, 1957, the rates of income tax 
payable by companies are to be re- 
duced by 6d. in the £. This reduces 
by one-half the overall increase of 
1/- in the £ announced in the “Little 
Budget” of March, 1956, which 
operated for the income year to 
June 30, 1956. The new rates are:— 


For “private” companies: 
4/6d. in the £ on the first £5,000 
of taxable income 
6/6d. in the £ on the remainder. 


For “non-private” companies: 
6/6d. in the £ on the first £5,000 
of taxable income 
7/6d. in the £ on the remainder. 


Depreciation Allowances 


The Budget proposals foreshadow 
the introduction of legislation to 
give effect to two of the major re- 
commendations of the Common- 
wealth Committee on Rates of De- 
preciation. These are:— 


(a) an increase of 50 per cent. in 
the rates of depreciation applied by 
the “reducing balance” method. 


The following comparison is of in- 
terest: 


Effective Life of Asset—20 Years 


Reducing Reducing 
Balance Balance 
5% 








74% 





ne «es eared 100 100 
After 6 years . 73 63 
After 14 years 30 49 34 


Effective Life of Asset-—10 Years 


Prime Reducing Reducing 

Cost Balance Balance 

10% 10% 15% 
ears | 100 100 
After 3 years . 70 73 61 
After 7 years . 30 48 32 














The tapering-off effect of the re- 
ducing balance method is offset by 
the increased depreciation charge in 
the early years. This is consistent 
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In his Budget speech, delivered on 
September 8, the Federal Treasurer, 
Sir Arthur Fadden, announced that 
some tax changes were proposed. 
The cautious note of the Budget 
speech was reflected in the minor 
tax concessions contemplated, the 
more important of which are com- 
mented upon below. 


kkk kkk ke kkk 


with the argument that tax allow- 
ances for depreciation should be 
high in the first years of the asset's 
life, when repair charges are ex- 
pected to be lower, and vice versa. 


It may reasonably be expected 
that provision will be made for an 
option to be granted to taxpayers at 
present using the prime cost method, 
for a change to the reducing balance 
method (at the increased rates). 
At present, a change from prime cost 
to reducing balance can be made 
only “with the leave of the Commis- 
sioner”, 


(b) An alteration in the treatment 
of depreciation recouped on the sale 
of assets. Under present legislation, 
if the sale price of an asset subject 
to depreciation exceeds the written 
down value, the excess (not beyond 
cost) represents assessable income of 
the year of sale. This could produce 
hardship if the rate of tax which is 
applied to the recouped depreciation 
is higher than those existing when 
the depreciation was allowed as 4 


‘deduction. 


Taxpayers are therefore to be 
given the right to elect that such re- 
couped depreciation should be de- 
ducted from the value of other assets 
subject to depreciation. The effect 
will be a spreading of the assess- 
ment of the recouped depreciation 
(in actual fact a reduction in the 
quantum of the normal depreciation 
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allowances) over the remaining ef- 
fective life of the assets subject to 
depreciation. 

These depreciation changes will 
commence to apply in returns for 
the income year ended June 30, 1958. 


Concessional Allowances 


The Commonwealth Government 
apparently adopted the view that the 
modest income tax concessions 
granted should be spread amongst 
the taxpaying community. The 
family man will obtain his tax bene- 
fit through an increase in the allow- 
ances for dependents, which will 
apply to the income year ended June 
80, 1958. 

The allowance for each dependent 
is to be increased by £13. In addi- 
tion, a concessional deduction is to 
be granted for wholly maintained 
parents-in-law, as a logical exten- 
sion of the existing allowance for 
wholly maintained parents. Allow- 
ances will also be granted for 
adopted children, and other children 
“towards whom a taxpayer has all 
the legal obligations of parenthood”. 


Age Allowance 


As a consequence of the proposed 
increase of 7/6d. per week in the age 
pension, the exemption limits for the 
income tax age allowance are to be 
increased to £410 for a single per- 
son, and £819 for a married couple. 
These amounts correspond to the 
new pension rate plus permissible in- 
come for the purpose of the age 
pension. 


Dividends Paid to Non-Resident 

Shareholders 

At present, dividends paid by Aus- 
tralian companies to overseas share- 
holders are subject to Australian in- 
come tax by direct assessment, at 
the company or individual tax rates 
that are appropriate. This general 
principle is subject, however, to the 
overriding provisions of the Aus- 
tralia-United Kingdom or Australia- 
United States Double Tax Agree- 
ments. 
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The Income Tax Assessment Act 
gives the Commissioner power to re- 
cover such tax, if it is not paid, from 
the dividend-paying Australian com- 
pany, out of moneys becoming due to 
the non-resident. 


. In Canada, the United States and 
South Africa, dividends paid to 
shareholders residing outside those 
countries are subject to a withhold- 
ing tax at a flat percentage of the 
dividend. 4 


The Treasurer announced that the 
Government “believes that overseas 
investment in Australia would be 
encouraged and administration 
would be simplified by the adoption 
of this method of collection and is 
examining proposals for the intro- 
duction of such a system in Aus- 
tralia. Any system that may be 
—— will not operate before July 
1, 1958”. 


The fact that the Treasurer went 
so far as to make this announce- 
ment would suggest that the with- 


holding tax system for dividends 
paid to non-resident shareholders 
has been accepted by the Government 
in principle. 


Pay-Roll Tax 


The exemption from Pay-Roll tax 
is to be raised from £6,240 to 
£10,400 per annum. Thus employers 
who pay salaries or wages amount- 
ing in total to £200 or less per week 
(£867 or less per month) will not be 
required to pay this tax. The higher 
exemption is to operate from Sep- 
tember 1, 1957. 


The Treasurer announced that this 
would have the effect of reducing the 
number of pay-roll taxpayers from 
about 39,000 to 23,000. 


It is interesting to observe that 
for the financial year 1957/58 Pay- 
Roll Tax is expected to yield about 
£50,000,000. Although the tax is 
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discriminatory, borne only by those 
employers whose labour force is not 


small (and then passed on to the 
consumer), the substantial amount 
collected, at very little cost to the 
tax gatherer (.44% of collections in 


1954/55) is presumably the major 
reason for the Government’s con- 
tinual resistance to pressure for its 
abolition. By contrast, Sales Tax 
is expected to yield £129,000,000 in 
the 1957/58 financial year. 


—W — 
NOTES ON SELECTED TAX CASES 


BLUE-METAL OBTAINED BY 
OPEN-CUT METHODS 


The extraction of blue-metal 
by open-cut workings was 
held by the High Court not to 
be “mining operations” for 
the purposes of Division 10 of 
the Income Tax Assessment 
Act. 


The case of New South Wales As- 
sociated Blue Metal Quarries v. 
Federal Commissioner of Taxation 
6 A.I.T.R. 239 may not be of general 
interest, concerned as it was with a 
claim for deductions under s.122A, 
part of the Mining Division of the 
Income Tax Assessment Act of 1952. 
The facts, however, were merely the 
background of the essential prob- 
lem dealt with by the Full High 
Court, namely, the determination of 
what is encompassed by the term 
“mining operations’, as that expres- 
sion is not specifically defined in the 
Act. 


Under the 1952 Act, a person who 
is carrying on mining operations 
upon a mining property in Australia 
or New Guinea was entitled to cer- 
tain deductions for expenditure of a 
capital nature on plant, development 
of the property, housing for employ- 
ees, etc. The taxpayer conducted 
extensive operations in obtaining 
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and crushing blue-metal, and in the 
year concerned had spent more than 
£75,000 on plant, an electricity sub- 
station, and office and amenities for 
employees. 


This expenditure would be allow- 
able as a tax deduction if the com- 
pany could establish that it was 
carrying on mining operations on a 
mining property. 

The blue-stone was won in the 
normal manner: it was quarried 
from an open-cut working face by 
drilling and blasting, and then sub- 
jected to successive crushings to re 
duce it to a size suitable for sale. 
The company claimed that the 
machinery and processes employed 
were indistinguishable from _ those 
which characterised mining, that the 
mere fact that the workings were 
open-cut should not lead to the con- 
clusion that mining operations were 
not carried out. 


The Court did not support the 
company’s claim. It considered that 
the expression “mining operations” 
must be given its ordinary meaning: 
primarily it refers to underground 
workings, secondarily it refers to 
the winning of substances (whether 
by open-cut or subterranean 
methods) which have been tradition- 
ally associated with underground 
workings. In this case, the material 
worked, blue-stone, is “completely 
outside the scope of the metals, 
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minerals or substances, the winning 
of which is associated in thought or 
tradition with underground work- 
ings... . No one speaks of a blue- 
sone mine. The phrase would 
sound odd, and incongruous. Even 
more odd would it be if a blue-stone 
quarry were called a mining pro- 


perty”’. 


COVENANT TO REPAIR HOTEL 


A payment made in settle- 
ment of an obligation arising 
out of a covenant to repair 
was not allowed as a deduc- 
tion under either Section 51 
or Section 53 of the Income 
Tax Assessment Act. 


Hotel premises were held under 
lease for one year, and at the end of 
that year under a weekly tenancy. 
The lessee covenanted to keep the 
premises in good repair, to make all 
necessary alterations other than of 
a structural nature, and at the end 
of the lease to deliver up the pre- 


mises in good order and condition. 
A security was deposited for the 
carrying out of the covenant to re- 


pair. 


After five years the lease was ter- 
minated by notice on June 14, 1949. 
The lessor then claimed that the 
covenant to repair had not been ful- 
filled, and claimed from the tax- 
payer company (which had leased 
the premises) an amount of £1,700, 
which it was said would have to be 
spent to restore the hotel to the state 
it would have been in if the coven- 
anted repairs had been undertaken. 


The claim was compromised by 
the taxpayer company, in December, 
1949, agreeing to pay the lessor 
£1,600 in settlement of its obligation 
under the covenants to repair, and 
this amount was claimed as a deduc- 
tion in the return for the year ended 
June 30, 1949, described as “repairs 
on surrender of lease”’. 
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The Board of Review (6 C.T.B.R. 
(N.S.) Case 57) held that the 
amount of £1,490 could not be al- 
lowed under Section 53, as it did not 
represent “expenditure incurred by 
the taxpayer in the year of income 
for repairs”. On the contrary, this 
sum of £1,600 was payable because 
the taxpayer company had failed to 
carry out repairs in the year of in- 
come and preceding years. 


It was further held that a deduc- 
tion could not be allowed-for the 
payment of £1,600 under Section 51; 
it was not a loss or outgoing incurred 
in the year ended June 30, 1949, for 
the purpose of gaining or producing 
assessable income or in the course of 
carrying on the taxpayer company’s 
business. In that year the expen- 
diture should have been made in 
order to fulfil the covenants, but that 
is not equivalent to actually making 
it. The Board quoted Viscount 
Sumner, who in Naval Colliery Co. 
Ltd. v. Inland Revenue Commis- 
sioners: Glamorgan Coal Co. Ltd. 
v. Inland Revenue Commissioners 
(1928) 12 T.C. 1017 said: “It seems 
to me like saying that a man is en- 
titled to charge supper in his ex- 
penses for Sunday night because, 
though he went supperless to bed, he 
ordered something extra for his 
breakfast on Monday morning”. 


A CHANGE OF OPINION 


The High Court decided that 
a Division 7 assessment af- 
fected by the operation of 
Section 109 of the Income Tax 
Assessment Act could not be 
amended when the Commis- 
sioner changed his opinion 
under that section. 


In 1945, a company paid substan- 
tial retiring allowances to three of 
its directors each of whom was of 
advanced age and had served the 
company for more than forty years. 
The retiring allowances were claimed 
as tax deductions, but the Commis- 
sioner formed the opinion, in terms 
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of s.109, that the retiring allow- 
ances were not to any extent reason- 
able, and thus disallgwed them as a 
tax deduction and treated them as 
dividends paid. 


For the purposes of the Division 
7 assessment, therefore, the retiring 
allowances disallowed were deducted 
as dividends paid in ascertaining the 
undistributed amount. 


On appeal to the Board of Review 
against the Commissioner’s disallow- 
ance of the retiring allowances paid, 
the Board (1 C.T.B.R. (N.S.) Case 
103) decided that they were not de- 
ductible under either s.51 or s.78 
(1) (c), but expressed the view, con- 
trary to the Commissioner’s, that the 
payments so made were not un- 
reasonable. 


The Commissioner then decided to 
abandon the application of s.109, 
and amended the Division 7 assess- 
ment by striking out the deduction 
of the notional dividends (the retir- 
ing allowances). The provisions of 


s.170(8) were relied upon by the 
Commissioner; this sub-section pro- 


vides that where an assessment de- 
pends upon a determination or opin- 
ion of the Commissioner, he may 
amend the assessment if it appears 
to him that his opinion was erro- 
neous. In turn, the company took 
this amended Division 7 assessment 
to the Board of Review, which sup- 
ported the Commissioner’s action 
(5 C.T.B.R. (N.S.) Case 57). The 
Full High Court considered a case 
stated by the Board, in W. J. & F. 
Barnes Pty. Ltd. v. Federal Com- 
ener of Taxation 6 A.I.T.R. 
86. 


The Court decided that the amend- 
ment of the Division 7 assessment 
was not authorised by s.170(8). The 
opinion which the Commissioner 
purported to form (under s.109) in 
the original assessment was limited 
to the amount of the retiring allow- 
ances which he considered to be 
reasonable—it did not confer upon 
him a discretion to decide whether 
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those retiring allowances should, or 
should not, be allowed as a deduc- 
tion. The section places a restraint 
on payments otherwise deductible, 
according to the reasonableness of 
the amounts paid. It is presumed 
that the payments would be deduc- 
tible in the absence of the operation 
of s.109. 

What the Commissioner in effect 
did, when he amended the Division 
7 assessment, was “to have decided 
that the payments to the three direc- 
tors ought not to be allowed as de 
ductions at all. He must have de 
serted his assumption that the pay- 
ments were in character allowable 
deductions” (per Dixon, C.J.). 

The Commissioner, it was held, 
was not entitled to amend the Divi- 
sion 7 assessment to give effect both 
to a changed opinion that the pay- 
ments were reasonable in amount 
and a changed opinion that, apart al- 
together from s.109, they were not 
allowable deductions under the Act. 
In other words, the only amendment 
which s.170(8) would justify would 
be an amendment allowing the de- 
duction of the whole or part of the 
sum of £9,450 from the company’s 
assessable income (per Fullagar, J.). 

The ultimate result of this de 
cision, which appears to be as fol- 
lows, is distinctly to the advantage 
of the company and the directors 
concerned: 

(a) The retiring allowances were 
not allowed as deductions in 
the company’s assessment. 

(b) The retiring allowances were 

treated as dividends in the 
Company’s Division 7 assess- 
ment, reducing the company’s 
liability to Undistributed Pro- 
fits Tax as a consequence of 
the deduction of those no 
tional dividends. 
The retiring allowances were 
treated as such in the diret- 
tors’ personal assessments 
(taxed to the extent of 5 per 
cent. only) not as dividends 
(taxable in full). 
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DIVIDENDS RECEIVED FROM 
OVERSEAS 


Dividends received by a resi- 
dent of Australia from a com- 
pany resident in Ceylon were 
treated as subject to the tax 
credit allowed by Section 45 
of the Income Tax Assess- 
ment Act. 


At this time, when the introduc- 
tion of a withholding tax on divi- 
dends received by non-resident in- 
vestors from Australian companies 
is contemplated by the Common- 
wealth Government, it is of interest 
to examine the method employed by 
Ceylon in taxing dividends paid by 
companies resident in that country. 

The Ceylon Income Tax Ordinance 
provides for the charging of tax on 
income earned by companies. A re- 
sident company is then entitled to 
deduct tax from dividends paid, at a 
rate substantially equivalent to the 
tax rate charged on the company’s 
profits. The gross dividends paid 
by a Ceylon company to a person 
resident outside that country are 
subject to Ceylon Income Tax in his 
hands. Against the tax payable on 
the non-resident’s personal assess- 
ment is set off the tax deduction 
from dividends which was made by 
the dividend-paying company. If 
the personal tax liability is greater 
than the deduction from dividends, 
the balance is payable to the Ceylon 
Income Tax authorities; if it is less, 
ro is made to the non-resi- 
ent. 


6 C.T.B.R. 


(N.S.) Case 51 was 
concerned with a resident of Aus- 
tralia who received dividends from 


certain companies in Ceylon. Tax at 
eighteen per cent. was deducted by 
the dividend-paying companies, but 
after the allowance of tax reliefs, 
the personal tax charged in Ceylon 
to the Australian resident was sub- 
stantially less than eighteen per 
cent., and the difference was accord- 
ingly repaid by the Ceylon taxation 
authorities to the taxpayer. 


The Australian Accountant, October, 1957. 


The Australian Tax Commissioner 
assessed the taxpayer on the basis 
of the net dividends which he re- 
ceived, that is, the gross dividends 
less eighteen per cent. The tax- 
payer contended that he should be 
assessed on gross dividends, and that 
he should be allowed a credit under 
Section 45 of the lesser of the two 
taxes (Australian and Singhalese) 
charged on the total of the dividends. 


The Commissioner contended that 
Section 45 could not apply because 
the taxpayer had not paid Ceylon 
income tax on the dividends, for 
which he was personally liable, by 
deduction from the dividends, nor 
had he paid such a tax directly. 


The Board of Review agreed that 
the taxpayer had not paid, by de- 
duction from the dividends, income 
tax for which he was personally 
liable. The amount so deducted was 
only brought into account as a set- 
off when his own personal liability 
to Ceylon tax was ascertained. This 
latter fact, however, was considered 
by the Board to support the view 
that a payment of Ceylon tax, for 
which he was personally liable, had 
been made directly by the taxpayer. 


The debt for tax assessed in Cey- 
lon was regarded as having been dis- 
charged by the certificates which had 
been produced, showing the amount 
of tax (at eighteen per cent.) .de- 
ducted from the dividends by the 
dividend-paying company. This 
was the same as if cheques in full 
payment of the respective amounts 
due from one to the other had passed 
between the parties. 


Accordingly it was held that Sec- 
tion 45 should apply, and for that 
purpose the Ceylon tax for which the 
taxpayer was personally liable was 
not the amount represented by the 
eighteen per cent. deducted from the 
dividends, but the amount actually 
assessed to him. 


(The Commissioner has lodged 
notice of appeal to the High Court.) 
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IS DIRECT COSTING 
APPROACHING MATURITY ? 


By AUSTIN DONNELLY, A.A.S.A.,A.C.A.A., A.C.LS, 


CCOUNTING ‘journals in the last 

few years have contained many 
articles on various aspects of direct 
costing—the question of its help to 
management, discussions on whether 
it is more effective for cost control 
purposes and discussion on the effect 
of adopting direct costing on in- 
ventory valuations. Now the time has 
come to consider a more fundamental 
question. 


Direct costing is no longer an 
untried accounting technique or 
theory. Nor can it any longer be 
regarded as the pet idea of a handful 
of accountants. True it has not yet 
received anything like universal 
acceptance; it has not been accepted 
by a majority of accountants. But it 
has been tried in a wide range of 


large and small businesses including 
manufacturers, traders and commer- 


cial enterprises, in Australia, 
America and Great Britain. As a 
result, the accounting profession 
generally has a much clearer idea of 
what is involved in direct costing 
than it had a few years ago. 


This growth in the use of direct 
costing, and the increased knowledge 
of what direct costing means, should 
cause accountants to ask: where do 
we go from here in regard to direct 
costing? 

The time has come for accountants 
to consider these points :— 


The need to study more closely the 
underlying concept or theory of direct 
costing instead of considering merely 
the effect of direct costing on profit 
planning, managerial decisions, cost 
control and so on. 


How direct costing can be incor- 
porated into accounting training so 
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that students can learn something of 
what yet may come to be considered 
as one of the most significant deve‘op- 
ments in accounting thought for 
many decades. 


The Real Nature of Direct Costing 


It is not hard to find interesting 
stimulating articles on how direct 
costing can be or has been applied in 
practice. Not so easy to find is an 
adequate treatment of the funda- 
mentals of direct costing. Most of 
the discussion deals with the how of 
direct costing: little of it deals with 
the why of the subject. 

This is unfortunate for it has 
resulted in much confusion. Both 
supporters and critics of direct cost- 
ing sometimes make illogical state 
ments because they have not properly 
understood what is meant by the 
term. They have been carried away 
by their enthusiasm for (or some 
times their opposition to) the appli- 
cation of direct costing in cost con- 
trol, price fixing, inventory valuation 
or some other phase which interests 
them directly. . 

It stands to reason that the person 
who has a clear idea of what direct 
costing means is better able to apply 
it than the person whose knowledge 
of such fundamentals is unsound. 
Because of this it would be a wise 
plan for accountants generally to 
divert at least some of the attention 
now given to the practical application 
of direct costing to a consideration 
of its theory. 

Such a suggestion will no doubt 
be criticised by some accountants as 
impractical. The answer to 
objection, I think, is to quote the 
comment made by Sir Alexander 
Fitzgerald at the 1949 Accounting 
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Congress in Sydney: “ I have a very 
frm conviction that what accounting 
needs more than anything else in its 
present stage of evolution is more 
theory and better study of theory.’’* 


Though that comment was made 
in a different context it applies to 
some extent to the present subject. 


A Tentative Definition 


As it is a relatively new subject it 
is not surprising that there is not yet 
available a clear, concise definition 
of the subject. Such definitions arise 
only after much thought by many 
people over a period of years. 


At this stage one has to be satisfied 
with something rather tentative. In 
my book on the subject (“Direct 
Costing’) I suggested as a basis of 
discussion the following definition :— 


“Direct costing is a concept of 
accounting based on fundamental 
characteristics of costs. It recognises 
that costs are of two basic types: 


1. Direct costs or product costs in- 
curred as the result of producing 
or selling or some other business 
activity. 

. Fixed costs or period costs in- 
curred primarily because of being 
in business. 


Under this concept sales of each 
product minus direct costs gives the 
gross margins. By deducting fixed 
or period costs from the sum of gross 
margins for all products, etc. you 
arrive at the net profit of the busi- 
ness.” 


Perhaps the most significant points 
arising from the definition are these: 


Contrary to popular belief direct 
costing is not basically a method of 
allocating expenses. Nor is it a 
method of valuing stock or of report- 
ing profits to management. It has a 
bearing on such matters in so far as 
they are the results of applying direct 
costing but, in essence, direct costing 





(*“Proceedings of the Australian Congress 
on Accounting 1949” page 49.) 
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is something much broader. It is 
more in the nature of a concept or 
theory. 


The phrase “concept of accounting” 
has been used rather than “concept 
of cost accounting’ because direct 
costing can be used (and is used) 
where there is no cost accounting in 
the generally accepted sense of that 
term. As a concept that interprets 
the nature of costs it is a part of 
fairly elementary accounting thought. 
In other words it comes into account- 
ing at a relatively early stage as does 
another approach to interpretation 
namely, the distinction between 
capital and revenue items. 


Consideration of the definition 
given above may raise some doubts 
whether direct costing is a suitable 
term for the concept. It is by no 
means a perfect term and a better 
one may yet be found. 


In considering ways of improving 
the definition stated, research on the 
subject will help clarify accounting 
thought. The more definite and pre- 
cise the definition can become the 
clearer will be the accountant’s know- 
ledge of what direct costing involves 
and he will be able to better apply it 
in practice. By the same token it will 
enable him to avoid the dangers of 
incorrectly applying direct costing. 


The Place of Direct Costing in 
Accounting Education 


Most accounting students today can 
complete their accounting education 
and become qualified accountants 
without learning anything of direct 
costing for it is not included as yet 
in most standard text books. At some 
time however, they will come across 
the subject—either through articles 
in accounting journals or through 
discussions with other accountants. 
They could be excused for wondering 
why a development of such import- 
ance was not covered in their 
educational courses. 





One may say, of course, that it 
would be premature ‘to replace tra- 
ditional accounting training by direct 
costing, or that direct costing is still 
a new concept which has not been 
finally accepted by the majority of 
accountants. But the existence of 
this concept should be mentioned to 
students. 


This could be done at this stage, 
without educational authorities giv- 
ing complete and final approval to 
the direct costing concept. In many 
other sections of accounting, alterna- 
tive treatments are covered in 
educational courses. It is reasonable 
to suggest that students should be 
informed of such an important 
development as direct costing, and its 
nature and application could be 
explained. 


Although at first sight this may 
appear to contradict what students 
have already been told, it is a better 
alternative than failing to teach 


students anything of direct costing. 
Later, when direct costing becomes 
more fully accepted as a concept of 
accounting, teaching of this concept 
then may almost entirely replace the 
teaching of absorption costing as a 
means of dealing with expenses. 


Direct costing runs counter to 
many accepted thoughts on account- 
ing. However, accountants’ train- 
ing should include information on 
what direct costing involves, how 
it can be applied in practice, what its 
supporters claim for it and what its 
opponents criticise in it. 


This is of particular importance 
because the concept of direct costing 
and its application affects not only 
the large industries with elaborate 
cost accounting systems, but also 
the small business—in fact any 
business in which there is more than 
one department or product for which 
separate figures are kept. Even 
where there is only one product or 
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one type of service, it can be used 
effectively by giving management 
the information that is needed for 
decisions on numerous practical 
questions. 


Further Research 


There is a need for further 
research into direct costing by the 
profession as a whole. Even the 
accountant who does not like study- 
ing theory can find much immediate 
benefit from the consideration of the 
basic nature of the direct costing 
concept. Many accountants who 
originally opposed direct costing 
found that when they understood 
what it involved it could help them 
greatly. Their opposition was based 
largely on a lack of knowledge of 
what was involved—a failure to find 
out the why of direct costing before 
considering how it could be applied. 


When accountants know more 
about the effect of volume on costs, 
when their knowledge of this subject 
becomes more precise than it is at 
present, then the benefits from the 
use of direct costing will be greatly 
increased. With a fuller knowledge 
of how costs behave, accountants 
will be better able to tackle the 
problems of distinguishing fixed or 
period costs on one hand from vari- 
able or direct or product costs on the 
other. 


Individually and collectively ac- 
countants can profitably devote their 
attention (through research groups, 
contributions to journals, and discus- 
sion) to a study of direct costing. 
Here is one subject in which account- 
ing thought and research in Australia 
does not lag far behind overseas 
countries. Let us ensure, then, that 
we in Australia hold our place in 
this field by research into direct 
costing, one of the most interesting 
developments of this century ™ 
accounting thought and practice. 
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| BANK AT THE £—.S8S.2A...DO YOU? 


That’s a question an EB. S. & A. cheque account 
customer often asks, because he has found the Bank 
so helpful and his E. S. & A. cheque book such 
a time saver. No tiresome journey to pay a bill — a 
cheque can be simply posted from anywhere any 
time. Also, you always have a permanent record of 
your expenditure which assists you to manage your 
personal affairs economically. Your money is safe, 
with no risk of theft or loss through carrying 
large sums around. 
There are many other services available from the 
E. S. & A., such as Hire Purchase finance through 
Esanca Limited; travel assistance; the safe-keeping 
of valuable papers, etc. 


For complete information and advice on any of the Bank services, vou are 
invited to call on the Manager of your nearest E. S. & A. branch. 


THE ENGLISH SCOTTISH & AUSTRALIAN BANK LTD 


(Incorporated in England) 


Nearly 500 offices 


for better service 
throughout Australia 


in banking 
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NEW BOOKS 


The following publications have 
been added recently to the A.S.A. 
Central Library, Melbourne. 


Accountancy—General. 

Accountancy Explained, 
Dent. 

Accounting and Action, 
Chambers. 

Accounting in the Federal Government, 
1956: E. L. Kohler and H. W. Wright. 

Accounting Stage 1, 8rd ed., 1957: Sir 
A. Fitzgerald. 

Accounts from Incomplete Records, 3rd 
ed., 1956: J. G. Simpkins. 

Basic Accounting and Cost Accounting, 
1956: E. L. Grant. 

Bookkeeping Procedures and Business 
Practices for Small Hospitals, 1956: 
American Hospital Association. 

Encyclopedia of Accounting Systems, 
Vol. 1, 1956: R. I. Williams and L. 
Doris, eds. 

Management Accounting, 
Anthony. 

An Outline of Accounting, 4th ed., 1957: 
L. Goldberg. 

Punched Card Accounting in a Life 
Insurance Company, 1952: J. L. 
Batchler. 


1957: W. T. 


1967: R. J. 


1956: R. N. 


Annual Reports. 

Price Level Changes and Financial State- 
ments—Basic Concepts and Methods, 
1956: P. Mason. 

Price Level Changes and Financial State- 
ments—Case Studies of four Com- 
panies, 1955: R. C. Jones. 


Depreciation. 
Effects of Taxation—Depreciation Ad- 
justments for Price Changes, 1952: E. 
C. Brown. 
Engineering Valuation and Depreciation, 
2nd ed., 1953: A. Marston. 


Machine Methods. 

Appraising the Economics of Electronic 
Computers, 1956: F. Wallace. 

Electronics in Business—a Case Study 
in Planning, 1956: H. F. Klingman. 

Introduction to Data Processing, 1957: 
Haskins and Sells. 

A Primer to the Automatic Office, 1956: 
W. Eustis. 
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Costing. 

Cost Accounting, 1955: C B. Nickerson. 

Cost Accounting and Control, 1957: C. 
Gillespie. 

How Foremen Can Control Costs, 1955: 
P. Carroll. 

Management Accounting for Profit Con- 
trol, 1957: I. W. Keller. 

Standard Costs—How They Serve Modern 
Management, 1957: C. W. Bennett. 


Internal Control. 
Internal Control Procedures, 1957: Aus- 
tralian .Chartered Accountants’ Re- 
search Society. 


Budgeting. 
The Budgetary Process in the United 
States, 1955: A. Smithies. 

Budgeting: Profit Planning and Control, 
1957: G. A. Welsch. 
Business Forecasting, 1954: W. J. 

Eiteman. 
Business Forecasting in Practice, 1955: 
A. G. Abramson and R. H. Mack, eds. 
a Budgeting, 1956: J. Burke- 
head. 


Business Organisation and Management. 

Australia and the Challenge of Change, 
1957: W. Scott. 

Industrial Organization and Management, 
8rd ed., 1956: L. L. Bethel and others. 

Planning the Future Strategy of Your 
Business, 1956: E. C. Bursk and D. H 
Fenn, eds. 


Filing and Indexing. 
Making an index, 1951: G. V. Carey. 


Office Management. 

Management of the Smaller Office, rev. 
ed., 1956: British Institute of Manage- 
ment and Office Management Associa- 
tion. 


Personnel Management. 

H.R.H. the Duke of Edinburgh’s Study 
Conference on the Human Problems of 
Industrial Communities within the 
Commonwealth and Empire, Oxford, 
1956 (2 vols.). 


Production Control. 
Automation in Theory and Practice, 1956: 
E. M. Hugh-Jones. 
The Economic Consequences of Auto- 
mation, 1957: P. Einzig. 
Industrial Engineering Handbook, 1956: 
H. B. Maynard, ed. 


Report Writing. 
Communication Through Reports, 1957: 

P. Douglass. 
The Technical Report, 1954: B. H. Weil. 


English Usage. 
Punctuation, 1957: G. V. Carey. 





Economics. 
The ABC of the Foreign Exchanges, 12th 
ed., 1956: N. Crump. 
The Public Corporation, 1954: W. Fried. 
mann, ed. 
Report on the Decimalization of Coinage, 


Guide to Elementary Statistical For- —— South African Bureau of Stan- 
: 13th ed, 


vad 1956: R. E. Johnson and D. N The Substance of Economics, 
: 1955: H. A. Silverman. 


Statistics: 
Applied Statistics for Economists, 1957: 
P Karmel. 
Fundamental Statistics for Business and 
Economics, 1956: J. Neter and W. 
Wasserman. 


Taxation. 
Commonwealth Income Tax Law and 
Practice, 5th ed., 1957: J. A. L. Gunn. 
Income Tax Guide, 1957: J. M. White.” 


Mathematics. . 
Arithmetic and ~<a" = ed., 1956: 
N. Rogers and R. W. 


Incentives. 


Incentive Bonus Schemes, 1956: Metro- 
politan Boroughs Committee. 


Pensions. 


Industrial Pension Schemes, 
Durham. 


1956: W. 





Planning for the 
1958 A.S.A. Convention 


“Internal Auditing in Aus- 
tralia.” 


“The Annual Report and Ac- 
counts as a Source of In-. 
formation.” 

“Influences Shaping Account- 
ing.” 

These subjects promise to 
provide plenty of opportunities 
for controversial discussion and 
inevitably members attending 
the Convention must gain a 
great deal of valuable knowledge 
from the variety of authorita- 
tive opinions expressed. 


As has already been an- 
nounced in “The Australian Ac- 
countant” the Society’s 1958 
Convention will be held in Syd- 
ney on May 5 to 8. 


Considerable advance planning 
and work are necessary to en- 
sure the success of so important 
an occasion in accounting af- 
fairs. These arrangements in- 
include the framing of a suit- 
able programme of _ technical 
subjects likely to promote 
worthwhile discussion and the 
securing of able speakers who 
are authorities on the subjects 
chosen. 


There has been a gratifying 
response from those approached 


The four-day programme will 


include, of course, time for 
social and sporting activities 





to contribute papers and com- 
mentaries and such enthusiastic 
co-operation augurs well for the 
success of the Convention. 


The technical programme will 
comprise the following :— 


“The Economics of Capital 
Expenditure.” 


under the best possible condi- 
tions for maximum enjoyment. 


As further details of the 
various Convention activities 
are finalised members will be 
kept informed through the 
columns of The Australian Ac- 
countant. 
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EXAMINATION TECHNIQUE 


The following article was written by Mr. H. C. Dell, M.A., Com., 
F.C.A., Chairman, Board of Instruction, Institute of Chartered 


Accountants of Ontario, Canada. 


It is reprinted from the 


November, 1956, issue of the Journal of Accountancy, published 
by the American Institute of Accountants. 


For success in examinations stu- 
dents need not only a knowledge of 
their subject but the ability to make 
all their knowledge count by a proper 
approach to the examination papers. 
The following advice is offered with 
the aim of assisting students to ob- 
tain all the marks to which their 
knowledge entitles them. 


As soon as an examination paper is 
received, read it through carefully 
twice, watching every word and 
punctuation mark, to make sure that 
you understand every question. It 
is taking a chance to read the ques- 
tion only once before starting to 
answer it, for if you subsequently 
find you have misinterpreted a ques- 
tion there will not be adequate time 
to re-answer it and finish the rest of 
the paper. 


Time can be saved and questions 
more readily understood if you read 
the “requirements” first before read- 
ing the balance of the question. You 
may find that it is helpful to under- 
line those portions of the questions 
which indicate what is expected in 
the answer. You may also find it a 
good plan to underline important 
dates, interest rates, etc., and to 
make notes of pertinent points that 
come to mind. 


The number of marks allowed for 
each question should be noted speci- 
fically. You should allocate your 
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time roughly in proportion to the 
marks, and spend only the allotted 
time on each question. The questions 
have been so designed that an aver- 
age student should complete the 
paper well within the given period. 
If a question appears to be too long, 
or if you think the answer requires 
a highly technical exposition of a 
complicated subject, then you have 
probably misinterpreted what the 
examiner had in mind. From the 
wording of the question and from 
your analysis of the answer which 
you consider is required, you should 
be able to allocate with a fair degree 
of accuracy the marks assigned to 
the various points involved. With 
this allocation of marks in mind, you 
should be careful that you do not 
waste time writing a full page to 
earn two marks where a single line 
or two would have sufficed. Further- 
more, do not waste time by writ- 
ing into the answer all the informa- 
tion given in the question itself. 


The first question to be answered 
should be the one which the candi- 
date feels he is best qualified to 
answer. A word of caution should 
be added, however, about the ques- 
tion which you feel you know very 
well. If, for instance, you are given 
a question on business investigations, 
which almost exactly parallels some- 
thing you have done in practice, you 
will almost inevitably write too much 
with two results: 
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1. You may not write as good an 
answer as you would have had you 
known less about it. Knowing the 
trees in such detail, it is difficult to 
describe the forest. 


2. You may spend so much time 
on the question that others will suf- 
fer from lack of time. In addition, 
you will probably be so enthused at 
having a question which you feel 
you answered perfectly that you may 
become over-confident and not do 
justice to the rest of the paper. On 
the other hand, there is no doubt 
that each question which is well 
answered gives you self-confidence 
which enables you to produce better 
answers to the remaining questions. 


While you are writing your answer 
to each question, you will invariably 
find that points for other questions 
will unconsciously be continuously 
coming to mind. These should be 
jotted down in note form in the mar- 
gin opposite the questions concerned. 
You will often find that by the time 
you get around to answering the last 
question, sufficient points have been 
accumulated to write an excellent 
answer, even though you were sure 
at first you couldn’t possibly write a 
good answer to it. 


If you should find as an examina- 
tion period draws to a close that it 
is impossible to complete all the ques- 
tions, do not waste time explaining 
to the examiner that there is no 
time to finish the paper and that if 
the time had been available you know 
the exact answer the examiner 
wishes. Instead, make a brief list 
in proper sequence of the points 
which you would make in answering 
the question or questions not com- 
pleted (excluding mathematical 
problems, of course). 


For such a list, you may secure 
the necessary marks to make the 
difference between a pass and a fail- 
ure. The examiner cannot and will 
not give marks for a sob story, but 
he can award marks for specific 
points. 
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Specific Suggestions 


When examinations are over and 
the results are announced, there are 
always a number of students who 
feel that they have not been accorded 
fair treatment and should have re- 
ceived more marks. My experience 
on the Board of Examiners-in-Chief 
and discussions over a period of 
years with other examiners have con- 
vinced me that this is not the case, 
that each candidate has been given 
every possible mark and that all 
borderline papers have been care- 
fully reviewed. 


The following suggestions should 
assist the student to obtain the maxi- 
mum number of marks to which his 
knowledge entitles him: 


1. Determine exactly what is being 
asked and put the answer down in 
the manner requested. If the ques- 
tion asks you to “discuss” something 
be sure that you do so. Do not give 
a one-sided dogmatic reply but try 
to show that you appreciate that 
there may be more than one point 
of view and deal with them all fairly. 
If the question asks you to ‘write a 
letter”, then write a letter. Make 
every attempt to answer the question 
directly and do not wander off the 
track. If the question does not sug- 
gest the form of answer required, 
the use of the “tabular” method is 
recommended wherever it is suitable, 
that is, listing the main points in 
note form under consecutive num- 
bers or letters. This is not only the 
fastest way for you to answer the 
question, but also permits the ex- 
aminer to mark it with a minimum 
of effort. 


‘2. Answer the specific question or 
questions asked. In preparing exam- 
ination questions, every effort is 
made to state the questions as clearly 
as possible and to make sure that 
there are no ambiguities. Do not 
note on your paper that “the ques- 
tion does not make it clear” as this 
only indicates to the examiner 
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either that the candidate has not read 
the question carefully or what is 
more likely that he does not know 
the answer to the question and is 
merely beating around the bush. 


8. Do not look for “trick” ques- 
tions—they do not exist. The ques- 
tions have been chosen purely to test 
the student’s knowledge and his 
ability to apply this knowledge. A 
large number of students go out of 
their way to make the questions dif- 
ficult for themselves. Many of them 
refuse to believe that the question is 
as easy as it appears to be and be- 
fore answering a question, insist 
upon making a whole series of as- 
sumptions. The examiner is not in- 
terested in knowing what you would 
have done if other information had 
been given to you. What he wants 
to know is what you can do with 
the information that is already given 
in the question. Remember that 
questions that appear easy to one 
student may be extremely difficult 
for another. 


4. Be careful in making assump- 
tions. If it appears necessary to 
make an assumption to complete an 
answer, re-read the question to make 
sure that the point that appears to 
be missing has not been overlooked. 
If it cannot be found then you should 
make the assumption that appears 
most reasonable under the circum- 
stances and indicate clearly in your 
answer the basis on which you have 
answered this question. It is pos- 
sible that the question was designed 
to draw an assumption from the can- 
didate and those students who have 
set out their assumptions clearly are 
most likely to receive the highest 
marks for their answers. As long 
as the assumption is clearly stated 
in the answer, the examiner is in a 
position to award the student the 
maximum possible marks under the 
circumstances even though the as- 
sumption was arrived at by misin- 
terpreting the question. Once an 
assumption has been made the stu- 
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dent should be careful to see that the 
remainder of his answer follows 
logically from this assumption. 


5. Do not “pad” an answer. Ques- 
tions are marked on a point basis 
and not on a tonnage basis—remem- 
ber that quality, not quantity, counts. 
Marks are not given for padding 
answers and the examiner will not 
be impressed by attempts to bewilder 
him by writing all around the sub- 
ject. Similarly, do not make wild 
assumptions in order to write about 
something that you may happen to 
know—the examiner wants an ans- 
wer to the question asked. Such 
juggling of information is apparent 
to the examiner. 


6. Do not tell the examiner that he 
has made an error. The questions 
have been carefully checked and if 
you are unable to balance, do not 
waste your time or that of the ex- 
aminer explaining that you should 
have been given the proper figures. 
The problems will balance if you 
have done your work correctly. 


7. Write neatly. Not only does 
poor writing result in the loss of 
marks for presentation, but also may 
result in the loss of all the marks for 
an entire point or series of points if 
the writing is so bad as to be impos- 
sible to decipher. 


8. Do not alter or cross out if this 
can be avoided. Train yourself to 
make up a whole sentence in your 
mind before you put pen to paper. 
You will thus save time and hand in 
a much neater answer. Similarly, a 
little thought in advance will usually 
result in a more logical and attrac- 
tive form of presentation with re- 
sultant saving in time on the part 
of both the student and the ex- 
aminer. 


9. Avoid what might be termed 
the “Company Complex”. Candidates 
should not assume that an auditor is 
always the auditor of a company. 
There are unincorporated enterprises 
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to be considered as well. Where the 
question does not indicate that the 
problem concerns only a company 
the question should be answered 
from the broad point of view, indi- 
cating where your answer applies to 
companies and where it applies to 
other enterprises. 


10. A separate sheet should be 
used for rough calculations. When 
working a question requiring figures 
and calculations, show the question 
number on the rough working sheet 
and turn it in at the back of your 
answers. These rough sheets may be 
to your advantage. If your solution 
is correct, the examiner will not 
waste time looking at the rough 
sheets but if your answer is incor- 
rect, the examiner can determine 
from the rough sheets where the 
mistake has been made and if it is 
a clerical error, fewer marks will be 
deducted than if it is an error in 
principle. 


11. Prepare an extended trial bal- 
ance only if you consider it absolutely 
necessary to do so. There is no uni- 
formity of thought on whether or 
not it is advisable to use an extended 
trial balance on that type of question 
where you are requested to prepare 
operating statements and balance 
sheet from a trial balance and other 
information given in the question. 
Some feel considerable time is saved 
if the information given in this type 
of question in addition to the trial 
balance is carefully posted opposite 
the figures shown in the trial bal- 
ance, making sure that for every 
debit you have a credit of an equal 
amount. In this way the figures 
may be taken directly from the ex- 
amination paper to the completed 
answer, and thus save the time of 
preparing an extended trial balance. 
Others say that the only way that 
they ever were able to complete this 
type of question in the required time 
was to use the extended trial bal- 
ance as they knew that when this 
was done, they were bound to get 
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the right answer without any prob- 
lem in balancing. Personally, I think 
that not only is time wasted in copy- 
ing out the trial balance and extend- 
ing the figures, but two additional 
opportunities are given to transpose 
figures, an easy error to make when 
you are working under pressure. 


It is suggested that you work out 
two or three questions of this type 
using both methods and determine 
for yourself which way will produce 
the correct answer for you in the 
shortest possible time. 


12. If the question does not call 
for journal entries, do not make 
them. If you require entries to 
answer the question, put them down 
neatly on a separate sheet but do not 
waste a lot of time writing explana- 
tions for the entries unless the ques- 
tion specifically indicates that jour- 
nal entries are required. 








Reciprocal arrangements with the 
New Zealand Society of Accountants 


The General Council of the Australian 
Society of Accountants has pleasure in 
informing members that a_ reciprocal 
membership arrangement has now been 
entered into with the New Zealand Society 
of Accountants. 


A member of this Society, who becomes 
permanently resident in New Zealand and 
who wishes to seek membership in the 
New Zealand Society, must satisfy the 
Council of that Society:— 


(a) That he is of good character and good 
standing with the Australian Society; 

(b) That he is, and has been for not less 
than one year, a member of the Aus- 
tralian Society; : 

(c) That, at the time of his application, 
he is resident (other than in a temp- 
orary sense) within New Zealand. 


It is to be understood that the final 
discretion in the treatment of these applica- 
tions remains with the Council of the New 
Zealand Society of Accountants. 
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SHARE YOUR IDEA 














We are pleased to report that the “Share Your Idea” 
department instituted in the September issue of “The Aus- 
tralian Accountant” has prompted two of our members to 


share good ideas with readers of the journal. 


Details of 


these time-savers are given below. 


The first details an_ efficient 
method of handling hire purchase in- 
stalments. Here it is: 


Most accountants are familiar 
with the method of cycle billing (ref. 
The Australian Accountant, January, 
1957). Here is an idea which is re- 
lated to the cycle billing method but 
serves a different purpose. It has 
been applied successfully in account- 
ing for hire purchase debtors in a 
company where such transactions are 
very numerous. However, the idea 
could have other applications, with 
equal effectiveness and time-saving 
results. 


Usually, the practice with hire 
purchase transactions is for cus- 
tomers’ instalments to fall due at 
various dates within a month, de- 
pending on the date on which the 
agreement was signed. This prac- 
tice was followed by the company 
cited here until the adoption of the 
idea of a “fixed due date”. Under 
this method the due dates are limited 
to four each month. The dates for 
instalments were determined by the 
first letter of the customer‘s sur- 
mame, thus: 


. 1st of month. 
9th ,, a 
17th ,, od 
25th ,, me 


Thus, if a hire purchase agree- 
ment for “J. Adams” was signed on 
April 26, the due date for the first 
instalment would be June 1. In 
practice, it is found that the great 
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majority of instalments due in each 
group are paid within three or four 
rm ig before or after the fixed due 
ate. 


The following advantages accrue 
from this method: 


1. Card selection for postings is 
greatly accelerateu because, instead 
of having to select cards over the 
full range of the alphabet, the cards 
required are mainly confined to a 
section comprising about seven let- 
ters of the alphabet. There is less 
searching because most of the cards 
required are in one box rather than 
spread throughout a number of 
boxes. 


2. Replacement of cards after 


posting is facilitated. 


8. Supervision and selection of 
cards for reminders of overdue in- 
stalments (an important feature of 
hire purchase accounting) is facili- 
tated also as the reminder system is 
based on only four due dates instead 
of thirty-one. Since it is the prac- 
tice of this firm to send out weekly 
reminders known as Ist, 2nd, 3rd 
and 4th reminders, the number of 
cards requiring checking for the re- 
minder routine is cut by 75 per cent. 


The subdivision into four due 
dates can be successfully expanded 
into eight due dates where the num- 
ber of accounts is very large. 


It is obvious that this idea could 
also have application to lay-by and 
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instalment sales, and to cases where 
regular payments are due on a speci- 
fied date in each month. In the lat- 
ter case, the advantage of having a 
number of due dates, determined by 
the name of the account would spread 
the work over the month instead of a 
flood of payments received around 
the due date each month. 


The second idea gives easy rub- 
ber stamp identification. Usually it 
is necessary to turn up each rubber 
stamp to identify it. It may be ne- 
cessary to look at several before ob- 
taining the one you require. Our 
second contributor to the “Share 
Your Idea” forum has found that 
by painting the handles of the rub- 
ber stamps different identifying 
colours quick recognition of the 
stamp required is achieved. 

In the interests of accounting pro- 
gress, The Australian Accountant 


invites readers to “share their know- 
ledge” by submitting for publication 


notes on new ideas, procedures or 
techniques which have been found 
successful in promoting efficiency, by 
saving time, money or effort. 


An appeal is made to every reader 
to participate in this helpful service. 
Whenever a novel problem is en- 
countered, or an apparently better 
way of doing an old job is found, 
whenever there is reason to doubt 
whether a time-honoured practice is 
justified, whenever a reader wants to 
share his problems or their solutions 
with his fellow-accountants, The 
Australian Accountant wants to 
hear about it and to pass on the in- 
formation or the problem to its 
readers. 


Will you help, either by sending 
your own notes, or by talking to 
others about the new section in your 
journal? Don’t keep your knowledge 
to yourself, let others benefit from 
your idea through the columns of 
The Australian Accountant. 





Australasian Institute of Cost Accountants 





EXAMINATION PRIZES, MAY, 1957 


Our congratulations are extended 
to the following successful candi- 
dates: 


Offner Hadley Prize and George 
Wright Memorial Prize: G. V. 
Bowles (Vic.) 


General Council Prizes: Papers Nos. 
1 and 2: W. G. Thornhill (Vic.). 
Papers Nos. 3 and 4: E. W. 
Twining (S.A.). Paper No. 5: P. 
J. Hinchy (Tas.). 


At the meeting of General Council 
held in November last, it was decided 
that scholarships covering the 
examination fees of the Institute be 
awarded, as from the April, 1957 
examinations, to students of the 
Australian Society of Accountants 
who obtained the highest marks in 
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the subject of Advanced Accounting, 
Part B, and who wish to proceed 
with the examinations of the Insti- 
tute. 


The scholarships were allocated 
on the basis of three each for Victoria 
and New South Wales and one for 
each of the other States. 


We are pleased to extend con- 
gratulations to the following students 
who have been awarded the scholar- 
ships. . 


J. M. Hall, D. A. Bishop and R. G. 
Stanley (Vic.); D. A. Martin, B. J. 
Small, L. W. Parish and Bela Torck, 
equal third (N.S.W.); J. A. Adam- 
son (S.A.); W. V. Kelley (Q.); T. 
W. Mills (W.A.); and B. N. James 
(Tas.). 


The Australian Accountant, October, 1957. 





ADDO-X 


tastest 12-key Adding Machine 
available in standard models, plus 
these additional features . . . Grand tote 
credit balance . . . multiplying 

key . wide carriage . . . totals 

to 99,999,999.19.11. Manual models 
from £91. Electrics from £125. 


Chartres 


Chartres can supply an Adding 

or Calculating Machine to meet 
any business requirement. You can 
select from the widest range 
available in Australia. 


Thinks for you and short-cuts 
your Pay Roll... Invoices... 
wd Percentage Calculations. 
Completely automatic in 


rultiplication and division, 

“th many exclusive features. CONTEX 
Gives you figure facts quickly, 
accurately and economically. 
The high quality, high speed 
Adding Machine. Priced at 

only £23/10/0. 


K A R T R FE Ss SPECIALISTS IN OFFICE EQUIPMENT FOR OVER 60 YEARS 


AUSTRALIA SALES and SERVICE IN ALL STATES! 
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ACCOUNTING 
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THIRD EDITION, 1957 


Editor: 
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CURRENT PROBLEMS DISCUSSED 
IN OVERSEAS JOURNALS 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Management Accounting 


H. L. Bingham, “Information— 
The Needs of Management”, The 
Cost Accountant, May, claims that 
often the lower levels of management 
have too little information for it to 
be useful, and higher levels too much 
information for them to be able to 
digest and use it. Much of the effort 
going into detailed routine reporting, 
especially to the higher levels of 
management, would be more valuable 
if diverted to the study of specific 
problems. 


Lawrence W. Robson, The Ac- 
countant, May 18, expounds in an 
enlightening article “A Director’s 
View on Management Accounting”. 
He states, from the director’s view- 
point, what is required of the ac- 
counting department, by way of 
information regarding forecasting 
and planning through sales, stocks, 
production, profits, capital expendi- 
ture, development expenditure, and 
cash budgets and subsequent report- 
ing of performance of these plans. 
He makes interesting observations on 
the ideal accounting department and 
also on the personal qualities desir- 
able in the head of that department. 


In The Controller, May, William L. 
Campfield discusses a conceptual 
framework within which the respon- 
sibility of management may be 
judged from the audit viewpoint. He 
is concerned with the philosophy 
behind management’s ultimate res- 
ponsibility, and some of the import- 
ant steps management should take to 
ensure unified plans and action in the 
discharge of that responsibility. 


Where decentralised divisional 


The Australian Accountant, October, 1957. 


management is held responsible for 
divisional operating results, the 
method of allocation of national 
overheads to divisions becomes a 
question of considerable importance. 
If they are allocated on the basis of 
actual production and sales, then 
what is a fixed cost to the company 
as a whole becomes a variable cost 
to each division, so that divisional 
operating results cease to represent 
the division’s true contribution to 
the company result. In the N.A.C.A. 
Bulletin, June, C. B. Allen describes 
how the American Brass Co. over- 
came this difficulty by basing its 
overhead allocation on each divi- 
sion’s capacity to make and sell 
— than actual production or 
sales. 


In the same issue, N. M. Bedford 
presents an unusual view of “Cost 
Accounting as a Motivation Tech- 
nique”. He suggests that the chief 
function of cost reports is to moti- 
vate employees to carry out the in- 
tentions and plans of management. 
Sometimes the correct motivation 
may best be achieved by using 
“motivation costs” that have no real 
basis in fact. (The employees con- 
cerned would be told that these costs 
are not actual costs, so that no de- 
ception is involved.) 


Also in the same issue, W. B. Scott 
tells “How the Accountant Can Be 
More Help to the Production De- 
partment”, based on a survey of the 
opinions of fifty top production 
executives. 


Cost Control 


With the trend to increasing 
volume of output and decreasing 
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profit margins, the problem of con- 
trolling costs is becoming increas- 
ingly important. William H. Hop- 
kins, “Planning Organisation for 
Cost Control’, Cost and Manage- 
ment, June, considers that the best 
way to achieve control of cost is by 
careful forward planning, proper 
organisation and a policy of delega- 
tion of authority and responsibility. 


Human beings instinctively resent 
restrictions, and this fact must be 
taken into account when any system 
of cost control is initiated, as the 
ultimate success of a budgetary or 
standard-cost system or other pro- 
gramme of cost control will depend 
largely on the reactions it arouses in 
the persons whose activities it is 
intended to influence. Robert I. 
Dickey, “Cost Control is People”, 
Cost and Management, May, makes a 
number of suggestions to foster the 
success of a control programme. 


Distribution Costing 


C. J. Blecke deals with “The 
Small Order Problem in Distribu- 
tion Cost Control” in the N.A.C.A. 
Bulletin, June. He describes a prac- 
tical method of assessing the excess 
costs of small orders, and suggests 
that they be recovered by means of 
a surcharge on small orders. 


Church Accounting 


Lowell E. Larson, writing on 
church accounting in the Journal of 
Accountancy, May, points out some 
common weaknesses in accounting 
for church funds, two problems not 
often faced in practice being those 
of fixing responsibility and providing 
an internal check. He makes sugges- 
tions for an accounting system which 
will be of assistance in planning the 
future programme of the church and 
provide a comparison between actual 
progress and the planned programme, 
as well as providing a_ historical 
record. 
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U.K. Monetary System 


An editorial article in The Ac. 
countant, May 18, comments on the 
decision of the British Chancellor 
of the Exchequer to set up a commit- 
tee, under the leadership of Lord 
Radcliffe, to inquire into the working 
of the monetary and credit system 
of the U.K. in order to note the 
changes that have taken place since 
the 1931 report. 


Loss of Profits Insurance 


Most businesses insure their 
physical assets against destruction 
or damage, but how many insure 
against the loss of profits that may 
result from resultant interruption 
to their operations and trading? 
This is the question put by F. W. 
Hallonquist, “Business Interruption 
Insurance”, in The Canadian Char- 
tered Accountant, June. The article 
proceeds to deal briefly with the 
main features of what is generally 
known in this country as “loss of 
profits” insurance or “consequential 
loss” insurance. 


Operations Research 


In The Canadian Chartered Ac- 
countant, June, Peter J. Sandiford; 
in “Operations Research in Cana- 
dian Business”, discusses the need 
for operations research in business 
and the type of personnel required, 
and gives three simple practical ex- 
amples showing solution of typical 
business problems. As would be 
expected, the article represents 
merely an introduction to the sub- 
ject and does not deal with the 
mathematics involved in the solution 
of any of the problems quoted. A 
number of references are given for 
those interested in further research 
into the subject. 


In The Controller, June, Clark 
Sloat considers the application of 
operations research to business de- 
cisions. He gives a number of 
simple illustrations comprehensible 
to the non-mathematical reader, 
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showing that operations research 
can furnish management with better 
and more reliable data upon which 
to base decisions. He considers that 
future trends will reveal important 
changes in the type of information 
furnished to management, and that, 
as time goes on, many recurring re- 
ports will contain data that today 
are not available. 


Management Reports 


L. W. Brummer, in the N.A.C.A. 
Bulletin, June, gives many hints on 
improving the appearance and effec- 
tiveness of accounting reports to 
management. In the same issue, H. 
D. Boylan reviews the principles of 
graphical presentation, with parti- 
cular reference to “Financial Chart- 
ing for the Board of Directors’’. 


Measurement of Efficiency of 
Divisional Management 


In the June issue of The Con- 
troller, Harvey O. Edson discusses 
the “return on investment” as a 
criteria for measuring management 
efficiency with respect to divisiona- 
lised operations. He considers the 
question of what investment is to be 
charged to divisional organisations 
4nd what basis of valuation should 
be applied. He does not seem to dis- 
tinguish the extent to which divi- 
sional results reflect the decisions of 
top management, however, as dis- 
tinct from those of the divisional 
officers. 


Product Mix 


In the N.A.C.A. Bulletin, June, 
R. W. Conway outlines a mathemati- 
cal approach to the cost-volume- 
profit relationship in a  multi- 
product firm. An electronic com- 
puter is used to determine the effect 
of changes in volume and product 
mix. A simpler, if less accurate, 
approach to sales mix problems is 
described by G. A. Rawcliffe in the 
same issue: “direct profit margins” 
(selling price less direct cost) are 
plotted for each product group, and 
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the shape of the resulting curves in- 
dicates the effect of mix variations 
on profit. 


Electronic Data Processing 


Formation of the British Com- 
puter Society is announced in The 
Accountant, June 8. 

C. A. Wilkes, “Electronic Com- 
puters—Their Commercial Applica- 
tion,” The Cost Accountant, June, 
discusses the investigations neces- 
sary as a preliminary to a decision 
on the installation of a computer, 
and the work involved in preparing 
for an installation. 

A case study in the use of a small 
computer, in The Accountant, June 
8, describes a method of installing a 
computer in which the machine was 
applied to one major job, thus en- 
abling the machine to pay for itself 
in a proper time even if no other 
benefits accrued. Other benefits 
which were obtained are discussed, 
including the great benefit of being 
able gradually and peacefully to 
learn to be familiar with the new 
“mystery”. 

The same issue of The Account- 
ant contains much _ information 
about the application of machines 
on display at the Business Efficiency 
Exhibition. 

B. C. Lemke, Professor of Ac- 
counting, Michigan State Univer- 
sity, in an article entitled “An Ap- 
praisal of Electronic Computer 
Development in England and 
France” describes the use of com- 
puters to date, and gives a list of 
companies producing or intending 
to produce computers and_ the 
models they will make available. 


Office Management 


E. E. Poll, “Developing Super- 
vision in the Accounting Depart- 
ment”, N.A.C.A. Bulletin, June, 
discusses selection, induction, as- 
signment of _ responsibiilty and 
authority, performance standards, 
and performance review. ‘“Perform- 
ance Standards for the Plant 
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Accountant” is the subject of an- 
other interesting article in the same 
issue: C. W. Symonds tells how, in 
a large electrical company, the plant 
accountants were asked to set stand- 
ards covering their own perform- 
ance in five fields — organisation, 
administration, budgeting, report- 
ing, and cost control. Management 
was agreeably surprised at the high 
standards which the plant account- 
ants set for themselves. 


In the same issue, T. C. Pitney, 
a management consultant, asserts 
that “It’s Time For Time Standards 
For Clerical Labour’. He describes 
the procedures to be applied and the 
results to be expected. 


Internal Auditing 


The Internal Auditor, June, con- 
tains three articles concerned with 
the application of data—processing 
equipment to accounting procedures, 
with emphasis on the _ resultant 
changes in_ internal-audit pro- 
grammes. Articles by Victor Z. 


Brink and Max A. Kenyon, in which 


they consider the internal auditor 
as part of the management team, 
also reflect a changing attitude to- 
wards the internal auditor and a 
broadening of his functions. 


Accounting Theory 


J. M. S. Risk, Controller of Ac- 
counts, The Brush Group Ltd., in 
The Accountant, June 1, takes a 
broad view of accounting. He indi- 
cates fields of research that need 
attention in the near future, new 
developments of specialisation of 
accounting work into the aspects of 
“controllership” and “data process- 
ing’. He discusses new ideas in the 
ways of training for an accounting 
career, and the effects on account- 
ants of electronics. 


Statistical Sampling for Auditors 


In The Accountants’ Journal 
(N.Z.), June, J. H. Darwin, H. S. 
Roberts and R. M. Williams, of the 
Applied Mathematics Laboratory, 
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Department of Scientific and In- 
dustrial Research, present d non- 
mathematical discussion of the basis 
of statistical sampling for auditing 
purposes in an article entitled “The 
Uses of Sampling Techniques in 
Auditing”. After pointing out some 
general considerations applicable to 
sampling techniques, they discuss 
some of the factors involved in de- 
termining how a sample should be 
taken and illustrate the technique 
of sequential sampling, which is 
likely to be one of the most useful 
and economical sampling tools for 
audit purposes. 


Public Accounting 


In The Journal of Accountancy, 
June, results are given of a survey, 
by the American Institute of Cer- 
tified Public Accountants’ Research 
Department, of services rendered 
by a sample of small and moderate- 
size accounting firms. It appears 
that services are’ rendered most 
commonly in the areas of finance, 
general management and admini- 
stration, office management and 
purchasing, and least frequently in 
the areas of personnel, research and 
development, traffic and transporta- 
tion, production and sales. ; 


In The Accountant, June 1, Ira 
N. Frisbee discusses several aspects 
of the provision of management 
services by the accounting profes- 
sion. In the first place he recom- 
mends that professional accountants 
should broaden the scope of their 
service to take in this new field; and 
secondly that “management consult- 
ants” should be under the same 
ethical control (particularly as re 
gards advertising) as accountants. 


In The Journal of Accountancy, 
June, a speech of the President of 
the American Institute of Certified 
Public Accountants, Marquis G. 
Eaton, is reproduced under the 
title “The Economics of Accounting 
Practice”. The need is stressed for 
more information about the facts of 
public accounting, such as the rela 
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tive incomes of public accountants, 
the geographical dispersion of their 
practices, the economic factors 
affecting the establishment and run- 
ning of an accountancy practice, the 
acceptability of present financial 
statements to those who use them, 
the services required by clients and 
the extent to which public account- 
ants provide them, and various 
other matters relating to the ad- 
ministration and remuneration of an 
accountancy practice. An editorial 
note states that this speech was one 
of the factors motivating the setting 
up in April last of a new department 
of the Institute to prepare informa- 
tion relating to some of these 
matters. 


Financial Reorganisation 


Writing on “Financial Reorgani- 
sation in the U.S. Post Office” in The 
Journal of Agcountancy, June, 
Maurice H. Stans, now Deputy 
Postmaster General, formerly a 


prominent C.P.A. and a past presi- 


dent of the American Institute of 
C.P.A.’s, outlines the measures 
taken in and since 1953 to remedy 
the unbusiness-like management, ob- 
solete accounting and financial 
practices, and uneconomic spending 
which had developed in the United 
States Post Office Department and 
which were responsible for that 
department incurring losses at the 
rate of more than two and a half 
million dollars every working day. 


Standardising Tax Codes 


In The Accountant, June 1, Dr. 
K. H. Dronkers, acting general sec- 
retary of the International Fiscal 
Association, puts forward sugges- 
tions for the establishment of uni- 
form tax codes by the countries 
concerned with a European common 
market, through a gradual process 
of altering their present taxation 
methods and detailed provisions. 
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Accounting Techniques 


In an article entitled “Push-Button 
Expense Distribution,” The Con- 
troller, June, Munro Corbin outlines 
a system of recording for accounts 
payable which results in “simple, 
fast and automatic” recording and 
distribution of expense. 


The Accountant, June 8, contains 
three interesting articles on tech- 
niques. One describes the use of a 
“copy-writer” handwritten method 
of producing receipts and journal 
page simultaneously to achieve con- 
siderable savings of effort in the 
accounting system of a chain 
grocery business. Another deals 
with the application: of a clock to 
time recording, showing time used 
in great detail, and, in particular, 
exposing the amount of ‘idle time’. 
The third article, entitled “The 
Office Helps the Factory”, tells of a 
system used by a large clothing 
manufacturer to overcome a prob- 
lem of ordering production in 
economical production runs where 
small orders, for goods in a large 
range of styles and colours, made it 
difficult to order and process the 
goods promptly enough for cus- 
tomers of “fashion” goods. 


In The Accountant, June 15, 
Frederick G. Beard stresses the 
need for work measurement for the 
purpose of obtainng efficiency in the 
office, and suggests positive means 
for doing work measurement in this 
field, recommending it as an ideal 
field for professional accountants to 
operate on a consulting basis. 


Pensions for Self-Employed 
Accountants 


Details of the pension benefits 
offered to members of the profession 
by Chartered Accountants’ Trustees 
Ltd., a company wholly-owned by 
the Institute of Chartered Account- 
ants in England and Wales, are 
given in The Accountant, June 15 
and 29. A leading article in the 
June 22 issue comments on the plan. 
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COMPANY FORMATION, 
CONVERSION AND FINANCING* 


By R. J. CHAMBERS B.EC., A.A.S.A. 
Associate Professor, Faculty of Economics, University of Sydney. 


Growth in Company Formation 


HE growth in the number and 
size of business firms has always 
proceeded at an irregular pace. 
Sometimes technical innovations give 
rise to rapid growth of firms in par- 
ticular industries, and their activities 
increase indirectly the operations of 
many other firms. New markets may 
give an impetus to business at a time 
when supply seems to have caught 
up with demand, and a period of ex- 
pansion seems to have given way to 
stagnation. At other times business 
is given a fillip by the release of pent- 
up demands for the replacement of 
capital equipment and the expansion 
of capacity after depressions and 
wars. These uneven surges bring in 
their wake new demands for capital, 
the creation of new companies, the 
merging of old ones, and innovations 
in methods of financing business 
operations. 

The last decade has been no dif- 
ferent from other periods of business 
expansion in these respects. It has 
differed in some other respects. 
Whereas government was formerly 
deemed to have the more or less 
passive role of maintaining the con- 
ditions under which economic activi- 
ties were carried on by non-govern- 
mental agencies, governmental policy 
and action are now positively di- 
rected to secure changes in the tempo 
of economic affairs. 

Governmental spending on de- 
velopmental works and social ser- 
vices has increased the severity of 
taxation on incomes and capital, and 
increased the demand for capital for 
public investment purposes. Both 

*An address given on the occasion of the 


1957 annual meeting of the Newcastle Branch 
of the A.S.A. 
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have had effects on the capital avail- 
able for investment in private busi- 
ness. The strong inflationary ten- 
dency, found in any such period of 
expansion, has made it even more 
difficult for private business to main- 
tain and expand its capacity. 


Some Contemporary Difficulties of 
Proprietary Companies 


The incorporation of new com- 
panies in recent years is explicable 
in the same terms as the growth of 
companies has always been ex- 
plained. The amounts of capital re- 
quired for some ventures are so large 
that no small group of promoters 
could finance them from their own 
means. In other cases, particularly 
where proprietary companies are 
formed, continuity of the enterprise 
and limitation of personal liability 
are the main purposes being sought. 


But, once formed, these companies 
may later be confronted with new 
difficulties. When rates of income 
taxation and estate and death duties 
were lower, proprietary companies 
could expect to grow by the reten- 
tion of profits; some very large pro- 
prietary companies have grown in 
this way. Contemporary high rates 
of taxation and the provision for 
taxation of the undistributed profits 
of private companies, have virtually 
put an end to this. High rates of 
taxation on personal incomes and 
rises in living costs have made it 
difficult for owners of proprietary 
companies to refrain from drawing 
off business profits. And the un- 
distributed profits tax provisions 
have deterred them from doing s0 
even if they wished, for the effect of 
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the provisions in respect of proprie- 
tary companies with distributable in- 
comes exceeding £5,000 is to limit 
the amount which can be retained, 
without incurring additional tax at 
the rate of 10s. in the £, to £1,550 
plus 25 per cent. of the difference 
between £4,000 and the distributable 
income. At this rate growth can only 
be slow. 


A further difficulty arises on the 
death of a member of a company 
which is owned by relatively few 
shareholders, such as a family group. 
The payment of estate and probate 
duties may put the remaining share- 
holders in the position of having to 
sell, on a limited market, part or the 
whole of the holdings of the de- 
ceased member; both the survivors 
and the company may be involved in 
hardships the only means of avoid- 
ing which is the prior conversion of 
private companies, once they have 
reached a certain size, into public 
companies. At the least, this ensures 
that valuations of shares for probate 


purposes are not made on the pos- 
sibly subjective views of officials, but 
on the basis of a fair market price. 


Some Advantages of the Public 
Company 


Apart from these inducements, 
however, the general advantages 
which attach to incorporation as a 
public company become available. 
The most important is that the com- 
pany* acquires the power to offer 
securities for sale to the public. It is 
in the position of being able to bring 
together as capital the contributions 
of investors, large and small, who are 
prepared to venture a limited sum in 
a specific venture. If the company is 
prepared to conform with the listing 
requirements of the stock exchanges, 
it will be easier to raise capital from 
the investing public than otherwise; 
for the stock exchange provides the 
means by which investors may buy 
and sell securities at prices which 
are made independently of their own 
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ignorance or personal exigencies; the 
existence of stock exchanges gives 
some assurance that a listed invest- 
ment may be liquidated, even if, in 
_ last resort, it must be sold at a 
Oss. 


Further, the stock exchanges are 
anxious to dispel the misconceptions 
of the public about their operations, 
so that a growing number of mem- 
bers of the public are prepared to in- 
vest in listed securities; the greater 
the number of investors and poten- 
tial investors in a market, the greater 
is the possibility that the price of any 
given security will be uninfluenced by 
disturbances in particular sectors of 
the community; this is gain both to 
the company and to investors. Fur- 
ther still, there are a number of ad- 
juncts to the exchanges, such as the 
financial press, which keep investors 
informed about companies the securi- 
ties of which are listed, enabling 
them to exercise their judgments in 
an informed rather than a haphazard 
manner. All these features tend to 
widen the sources which a listed 
eee may tap for additional capi- 
tal. 


From the viewpoint of the com- 
pany there are further gains. Stock 
and sharebrokers have knowledge, 
connections and experience which 
enable them to underwrite security 
issues. If a company can get a new 
issue underwritten, it can proceed 
forthwith to make plans for using 
the proceeds—and this a private or 
unlisted company cannot do until it 
has the money in hand. What is 
more, there is- variety in the types 
of security which can be offered on 
the public market, and _ greater 
variety in the characteristics which 
the main types of security may pos- 
sess. Not only does this make it 
possible for a company to draw on 
the investable funds of people having 
different criteria for their invest- 
ments; it also enables the company 
to maintain its flexibility by issuing 
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securities bearing such immediate, 
deferred, contingent or other rights 
as are consistent with its needs and 
financial position. 


Possibility of Loss of Control 


From all these advantages pro- 
prietary companies are debarred. 
But one advantage the proprietary 
company has from the shareholders’ 
point of view is that control of the 
venture remains in the hands of its 
owner-managers. The possibility of 
losing control is probably one of the 
most important considerations to be 
taken into account by the owners of 
a company when contemplating its 
conversion to public company status. 


Loss of control may be avoided in 
the early stages, but the destination 
of the control in the long run will 
depend on the capacity of the origi- 
nal shareholders in the proprietary 
company to contribute new capital 
as the public company grows. The 


devices possible in the initial stages 
are the public issue of 


(a) loan securities, which carry no 
voting power, 


(b) preference shares, which carry 
limited voting power, 


({c) voting and non-voting ordinary 
shares, or 


(d) insufficient ordinary shares to 
give the public voting rights 
superior to those of the original 
owners. 


The last two courses are not avail- 
able to companies which seek to have 
their ordinary shares listed (and list- 
ing is almost a necessary condition 
of public acceptance of a _ share 
issue), for the stock exchanges may 
refuse quotation of the ordinary 
shares of a company if, at the time 
of application, shares carrying more 
than 66 per cent. of the voting power 
are held by or on behalf of twenty 
or fewer persons. ’ 
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Methods of Conversion 

The arrangements by which the 
advantages of public company status 
are acquired may vary: 


(a) the proprietary company may 
sell the undertaking outright to 
the new public company at an 
agreed valuation, the considera- 
tion being the issue of shares to 
the shareholders of the proprie- 
tary company; the _ intention 
would be subsequently to wind 
‘up the proprietary company. 


the proprietary company may 
be taken over as a going con- 
cern by a newly formed public 
company which would be a hold- 
ing company. Shares in the pro- 
prietary company are exchanged 
by their holders for shares in 
the public company at an agreed 
rate. 


In either case it is generally neces- 
sary to examine the affairs of the 
proprietary company independently 
of its last balance sheet. The share 
capital and the asset values will be 
values which, though relevant when 
they were first entered in the ac- 
counts, are no longer relevant. If 
the company’s policies have been 
conservative, or if the level of prices 
has changed, there may be a con- 
siderable margin between the old 
balance sheet values and current pur- 
chasing power equivalents which 
would be obtained from an indepen- 
dent valuation. If this margin is in 
favour of the members of the pro- 
prietary company, it seems to be 
preferable to record the valuation at 
the date of conversion, rather than 
to augment the value of the assets 
transferred by a goodwill figure in 
the accounts of the new public com- 
pany in case (a) above. The capital 
gain represented by the abovemen- 
tioned margin will give the existing 
shareholders a good start towards 
maintaining control of the venture. 
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Offers for Sale 


A company which seeks public com- 
pany status does not necessarily do so 
for the purpose of raising new capi- 
tal immediately. It may wish to es- 
tablish a market in its shares before 
making a new capital issue, the in- 
tention being to discover the reaction 
of investors in the company and the 
terms on which a new issue for cash 
may be made. For this purpose an 
offer for sale or a placement of exist- 
ing shares is made. Some of the 
existing shareholders who wish to 
reduce their holdings, or all existing 
shareholders pro rata, make avail- 
able a parcel of shares and negotiate 
with a broker or brokers to have the 
shares placed on the market. Al- 
though the effect of this is to give 
the investing public some holdings in 
the company, it is not an issue to the 
public requiring a prospectus, for 
the offer is made through brokers 
who place the shares with their 
clients or other brokers. Instead of 
a prospectus it is common in these 
cases to issue a memorandum of the 
offer for sale containing many of the 
details normally found in a prospec- 
tus. The cost to the company of es- 
tablishing a public market in its 
shares in this way is less than the 
cost of a public issue of shares for 
cash (which in the circumstances en- 
visaged is unnecessary); and subse- 
quent trading in the shares may en- 
able its first issue at a later date to 
be made at a premium. 


If the securities or any class of the 
securities is to be listed on a stock 
exchange, the company must supply 
the exchange with details of its 
affairs and operations; its rules must 
contain what the exchange regards 
as adequate provisions for the pro- 
tection of investors; and it must 
undertake to give ample publicity to 
its financial affairs and results. 


Company Finance 


The legal requirements and for- 
malities incidental to the formation 
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of companies will be more familiar 
than the factors which determine the 
financial structure of companies; the 
remainder of this paper is therefore 
devoted to the latter. The factors to 
be considered will have a bearing on 
the choice of the securities to be 
issued both at the inception and at 
the several stages of the growth of 
a public company. Some apply 
equally to the affairs of unincor- 
porated businesses and proprietary 
companies. 


In accounting, business funds are 
commonly classified as proprietor- 
ship funds and other contributions. 
This distinction does not correspond 
to economic reality. It is necessary 
rather to distinguish between funds 
that are subscribed at risk and funds 
subscribed in expectation of a fixed 
income payment. 


Risk Capital 


The financial structure of any com- 
pany is based on its equity capital. 
Ordinary share capital is true risk 
capital. Other classes of capital con- 
tribution are sometimes at risk. Pre- 
ference share capital, for example, 
may bear some of the losses in the 
event of liquidation, and it is there- 
fore to some extent at risk. But the 
greater part of the risks of business 
is borne by the ordinary share- 
holders. They risk their capital in 
the expectation of the residue of 
profit after all charges have been 
met, including charges arising from 
fixed income capital. It is consistent 
with the risks they take that they 
shall have a number of more or less 
valuable, but often indeterminate, 
rights; rights, for example, in addi- 
tion to the profit just mentioned, to 
the increase in the value of their 
shares which may arise from reten- 
tion and re-investment of profits, to 
take up new issues in priority to 
other parties, to participate in bonus 
issues, to vote on all matters affect- 
ing the conduct of the company in 
accordance with its rules. These are 
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valuable rights, and at any time 
there is a body of people interested in 
subscribing risk capital simply be- 
cause it has so many advantages in 
the long run in a developing com- 
munity over any form of fixed in- 
come capital. 

From the viewpoint of the com- 
pany, ordinary share capital is in- 
terminable. It is therefore approp- 
riate finance for real estate, land and 
buildings, and for other durable as- 
sets. It provides the company with 
a hedge against future rises in the 
current cost of the services which 
those assets yield. 

On the other hand, the acquisition 
of durable assets does introduce an 
element of rigidity in the cost struc- 
ture of the company should prices 
fall. These effects follow through to 
the interests of the ordinary share- 
holders. They have some hedge 
against inflationary tendencies; as 
prices rise appreciation in the capi- 
tal value of their shares takes place. 
If the market value rises, or if 
holders acquire additional shares on 
bonus terms, their capital and in- 
come is to some extent protected. 
However, the ordinary shareholder 
has no hedge against deflationary 
tendencies such as the holder of fixed 
income securities has. 


The key position of the ordinary 
share capital in the financial struc- 
ture of companies is the reason why 
most of the calculations relating to 
the finance of corporate business are 
made on the basis of ordinary shares. 
Ordinary share earnings are critical. 
Ordinary share prices are very im- 
portant. Ordinary share asset back- 
is significant. 


Fixed Income Capital—General 

If, for a given proposed invest- 
ment, the average earnings on the 
capital it is intended to employ are 
not sufficient for the risk involved, 
the company may resort to securities 
other than ordinary shares. It will 
want to raise the rate of return on 





460 





the ordinary shares, and to do this it 
will seek some kind of capital which 
costs less than the average return on 
the whole of the capital employed. 
for, if it costs less, there is a residue 
to augment the earnings of the ordi- 
nary share capital, and the ordinary 
share earning rate is raised. Raising 
additional capital in this way is 
called trading on the equity, and 
because the rate of interest or divi- 
dend payable is fixed, the capital 
raised in this way may be called fixed 
income capital. In fixing the rates of 
interest or dividend payable, the 
issuing company is bound to pay 
attention to the rates currently 
being paid on securities of similar 
quality. 


Fixed Income Capital — Preference 
Share Capital 


The second stratum in the finan- 
cial structure of companies is usually 
preference share capital. The pre 
ference shareholder is in a sense a 
part owner and risk-bearer, but his 
risks are limited. He has priorities 
in terms of capital and income, and 
his advantages and rights are there- 
fore restricted. He has a right to a 
limited dividend, generally cumula- 
tive, but in priority to ordinary 
shareholders, a right to a limited 
distribution on liquidation, again 
with priority, and the right to vote 
only in limited circumstances. From 
the viewpoint of the company, pre- 
ference share capital is usually 
deemed to be interminable. In this 
respect they are similar to ordinary 
shares capital, and could thus be 
used for long term purposes—for in- 
vestment in durable assets. 


Because preference share capital 
is not ordinarily retired, an issue 
made when interest rates are low 
may provide relatively cheap money 
through a period when interest rates 
rise. The company thus has a hedge 
to the  investor’s disadvantage 
against future rises in the rate of 
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interest. How far this goes and can 
go depends on fact and circumstance, 
because, if the rate at which an issue 
has been made falls out of step with 
the rate that is currently being paid 
by a very substantial margin, there 
may be agitation on the part of pre- 
ference shareholders to have their 
shares converted into some better 
security. 


Further, as preference share capi- 
tal represents an ownership interest, 
dividends are not payable on it un- 
less income of sufficient magnitude 
is earned. Preference share divi- 
dends therefore do not, in periods of 
low income, fall so severely on the 
liquid position as interest on debt, 
for their payment may be deferred. 


The rights of a capital nature 
attaching to preference shares are 
quite different from those attaching 
to ordinaries. The holder has no 
right to participate in any capital 
appreciation that may arise from in- 
vestment of the funds he has con- 
tributed in assets whose value subse- 
quently rises. He has no hedge 
against inflation. though he is pro- 
tected to some extent against defla- 
tion. There is a tendency for in- 
vestors in preference shares to seek 
adequate cover for dividends and 
capital. They may expect the net 
profit of the company to be at least 
24 times and even up to four times 
the dividends payable on preference 
share capital. This sets some limit 
to the amount that can be raised in 
this way. Similarly, they may re- 
quire something like three to four 
times the amount of preference share 
capital in net tangible assets. These 
figures are rules of thumb; they are 
not to be taken as limits. 


A variety of preferential rights 
may attach to preference shares, 
such as participating rights and 
serial preferences. These devices are 
found to be necessary to overcome 
the provisions of undertakings made 
m connection with earlier issues of 
securities. It is also possible to issue 
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redeemable preference shares, hav- 
ing a fixed term. Such shares com- 
bine the features of a terminable loan 
and a preference share. Their ad- 
vantage is that a company which is 
developing may resort to this kind 
of security to raise money for a 
period of, say, six to ten years. In 
this period it may consolidate the 
business, put it on an income earn- 
ing basis, redeem the preference 
issue, and either make a new issue of 
ordinary shares or change the capi- 
talisation of the company in some 
other appropriate way. There have 
been very few public issues of re- 
deemable preference shares, though 
a number of issues have been made 
to single financiers such as assurance 
companies and other financial houses. 
They are useful for the purpose of 
financing developments of a mode- 
rate nature during a period of eco- 
nomic uncertainty, but loan capital 
may serve this purpose more effec- 
tively. 


Fixed Income Capital—Loan Capital 


There is a great variety of instru- 
ments on the security of which loan 
finance may be obtained, ranging 
from promissory notes to debentures 
secured by charges on real property. 
There is sufficient variety to cover 
every combination of assets over 
which charges may be given and 
every possible time interval for 
which financial assistance may be 
needed. 


Long term mortgage debentures 
may be issued for terms ranging 
from six years upwards. These pro- 


vide for firms which have pro- 
grammes of capital development 
which they wish to finance out of 
earnings over a long period; or for 
firms which require some time to 
adjust themselves to changes in the 
scale of their operations and are un- 
certain as to the long run changes 
which should be made in their capi- 
tal structures. Long term loans may 
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be secured by a charge on specific 
assets, generally freehold property, 
or by a charge over the whole under- 
taking and its assets both present 
and future (a floating charge). The 
agreement under which debentures 
are issued normally stipulates the ex- 
tent to which further charges may be 
created on the assets; often it is pro- 
vided that there shall be no charge 
senior to the issue, though there may 
be charges of similar or junior rank. 
The agreement may limit the extent 
to which dividend payments may be 
made in future; sometimes it ties 
the amount of future borrowing to 
the general financial position of the 
company in some such terms as “the 
amount of borrowing shall not ex- 
ceed half the total assets of the com- 
pany”. The agreement also states 
the conditions under which the lender 
or debenture-holder may exercise his 
rights, including the right to dispose 
of the assets over which the charge 
is given. There may or may not be 
provision for a sinking fund for the 
repayment of the issue; if there is, 
the trustee is commonly empowered 


to buy back the debentures out of the 
sinking fund if they are quoted at or 
below par in the market, thus reduc- 
ing the interest charge per annum 
and the capital sum to be repaid on 
maturity. 


An innovation in Australian loan 
finance is the issue of unsecured 
registered notes. These are issued 
for short or medium term accommo- 
dation, their currencies being of the 
order of from five to ten years. They 
are unsecured in the sense that no 
charge over the assets or any of 
them is given. Formerly it was cus- 
tomary to have a deed poll, executed 
as an agreement on the one part by 
the company issuing the notes, set- 
ting out the rights of the noteholders 
and the conditions under which the 
capital invested by them would be- 
come repayable. Now it is common, 
in pursuance of the requirements of 
the stock exchanges, for a trust deed 
to be executed in the same way as it 
is used in the case of debenture issues 
to the public. Noteholders rank as 
unsecured creditors, and it will be 
clear that a satisfactory record of 
past operations and profits is a neces- 
sary condition of raising capital in 
this way. A number of novel rights 
and privileges have been given to 
investors in notes; some are convert- 
ible into ordinary shares; some give 
options over ordinary share issues; 
some provide for limited participa- 
tion in the profits above the basic 
fixed interest rate. The purpose of 
such novelties is to provide investors 
with elements which increase the 





STOCK EXCHANGE NEW LISTINGS 
Non-Mining Company Securities 
(£000) 





Year Ordinary Bonus 


Preference Debentures 


Total 





1947 15,902 -- 

1948 14,734 -— 

1949 26,663 6 
1950 45,162 3,269 
1951 59,086 10,066 
1952 47,926 1,671 
1953 27,603 1,245 
1954 51,002 2,424 
1955 96,977 8,043 
1956* 52,642 7,828 


4,841 
6,666 825 — 
3,739 
4,917 
4,786 _ 
4,863 

922 
3,216 
7,768 
5,872 


21,393 
22,225 
31,708 
62,848 
75,838 
60,839 
47,627 
68,461 
132,272 
86,450 


650 _— 


1,300 a 
9,300 200 
1,900 
6,379 — 
14,005 3,852 
7,612 4,207 
13,671 5,813 
11,537 8,571 





*to November. 
Australian Stcck Exchanges. 
January, 1957. 


~~ 
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Source: 


Quarterly Survey, A.N.Z. Bank Ltd. 
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THERE IS NO FASTER METHOD 


| OF TYPING INVOICES 


THAN WITH 


CONTINUOUS FORM WRITING MACHINE 


It’s in the modern tradition . . . continuous produc- 
tion, no wasted time, not a single wasted effort when 
a Eliminates 7 you use continuous stationery for invoices and other 
multi-copy work. Your typist merely removes the 
unproductive and completed set of forms, and—Presto!—the next set 
is automatically positioned, carbon in place, ready 


wasteful operations for use. 


in invoicing STOTT & UNDERWOOD LTD. 


Off 252 GEORGE STREET, SYDNEY—BU 1182 


STOTT & UNDERWOOD LTD., 
Box 1656, G.P.O., SYDNEY. A.A. OCTOBER 


COUPON Please send me full information on the Underwood All-Electric Continuous 
Form Writing Machine. 


FOR NAME 
FULL DETAILS ADDRESS__ 
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quick, 


quiet, 
popular 
worker 
has just 
joined 


~ your 


~~~ organisation... 


and watch for the pay off! 


The Brunsviga 16T Keyset Calculating 
Machine—one of the many Brunsviga 
models available which can be operated 
electrically or manually. 





Brunsviga is the world’s fastest and most efficient 
adding machine! 

® Adds, Lists, subtracts, multiplies. © Gives sub totals 
®@ Automatic credit balance. © Only 12 numerical keys 
under the fingertips on one hand, arranged in naturel 
1-2-3 sequence for touch operation. © Automatic 
double spacing on tally roll before and after totals and 
subtotals. @ Brunsviga is electrically or manually 
operated. 


ADDING, LISTING 
AND SUBTRACTING 
MACHINES 


Sole Distributors: SWEDA AGENCY (AUST.) PTY. LIMITED. | Sales and Service Offices in Melboun 


416-418 Elizabeth Street, Sydney. 


THE WHOLE WORLD 


Phone: BA 4206. and Brisbane. Agents in S.A. and WA 


COUNTS ON BRUNSVIGA 
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flexibility and vary the income and 
capital provisions covered by their 
portfolios. 


Several points are to be noted 
about loan capital in general. Like 
preference share capital, the fixed 
rate payable annually, i.e., the annual 
cost to the company, is lower than 
the “cost” of ordinary share capital. 
Secondly, unlike any form of share 
capital, the interest on borrowed 
funds is an allowable cost in deter- 
mining taxable income, so that the 
cost of, say, 6 per cent. money is 
something of the order of 3.6 per 
cent. Thirdly, from the investor’s 
viewpoint, there is a specified date 
of maturity and a specified rate of 
redemption. This gives him the edge 
on the preference shareholder, who, 
if he wishes to liquidate his invest- 
ment, must always take what the 
market offers. 


Trends 


Some idea of the relative im- 
portance and changes in the im- 
portance of the classes of securities 
mentioned may be obtained from the 
figures given in the table on page 
462. 


These figures relate only to list- 
ings; they are therefore smaller than 
the total issues, and insofar as issues 
of fixed income securities are made 
to financial institutions more fre- 
quently than issues of ordinary 
shares, the table understates the shift 
towards fixed income capital. How- 
ever, issues of ordinary shares have 
been sufficiently substantial to ensure 
that no serious change in financial 
structure has occurred. A further 
-sfomeaaa on the point is made 
ater. 


Other Finance 


These are the general types of 
security on which long term funds 
may be obtained. It is difficult to say 
very much about short term borrow- 
ing either by way of trade credit or 
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bank credit. For, firstly, accommo- 
dation of this kind arises from face 
to face negotiations and is less sub- 
ject to general rules than is the rais- 
ing of capital on the public market. 
And, secondly, any general observa- 
tion on the matter may be vitiated by 
changes in the liquidity or in the 
regulation of the banking system. 
Furthermore, although undistributed 
profits have traditionally been the 
source from which expansion and 
development have taken place, be- 
cause undistributed profits carry no 
explicit dividend rights, they have 
been declining as profits have been 
eaten into by high taxes and rising 
replacement costs, and these factors 
have made it more necessary to 
resort to long term capital. For 
raising the latter, the variety of 
securities is so great that some gene- 
ral principles must be sought as 
guides to the building of a satisfac- 
tery financial structure. 


Three general factors determine 
the combination of securities which 
is appropriate to any company: 

(a) the earnings of the risk capital; 
the problems are discussed be- 
low under the heading ‘capitali- 
sation’ ; 
the regularity of income; dealt 
with below under the heading 
‘gearing’ ; 
the respective equities of share- 
holders and creditors; this rela- 
tionship is tested by the well- 
known proprietary ratio; its 
significance is obvious;. and no 
further treatment is given to it. 


Capitalisation 


The purpose of any combination 
of risk capital and fixed income capi- 
tal is to ensure that, over time, a 


company is able to go to the market 


if and when additional funds are 
required, and raise such funds on the 
best possible terms; that it can pre- 
serve its flexibility, its independence 
and its freedom from interference 


463 





on the part of holders of securities 
with fixed contractual rights; and 
that, for both these purposes, it shall 
have a reasonable record and reputa- 
tion for financial prudence. 


As these things depend very much 
on the satisfaction of the risk 
bearers, the return on risk capital 
must be commensurate with the risks 
involved. What is an adequate re- 
turn? This question can only be ap- 
proached by the use of limits. Four 
per cent. is a poor rate of return on 
any commercial venture and 100 per 
cent. is a very satisfactory return. 
What figure between these limits is 
a reasonable return? There is no 
clear cut answer, but at the extremes 
certain things can happen. 


If the average rate of return is 
much less than the rate being earned 
by other companies in similar types 
of business, subject to similar risks, 
one of two things may be wrong. In- 
come may have been overestimated, 
or the capital required for the ven- 


ture may have been underestimated. 
The condition is called overcapitali- 
sation; the capital is too great by 
comparison with the income that it 
yields. 


There are different remedies ac- 
cording as the result achieved is due 
to overestimating income prospects 
or underestimating the capital out- 
lay required. If income has fallen 
short of the expected income, the 
only way to improve the position is 
to introduce economies; but if to do 
so requires additional capital it may 
well be difficult to raise funds be- 
cause of the unsatisfactory results of 
past periods. If, on the other hand, 
the capital required was over- 
estimated, ways of producing addi- 
tional income with the surplus can 
be explored; or if there are no such 
ways part of the capital raised may 
be returned to shareholders, and the 
rate of return on the remaining capi- 
tal will be improved. 


By contrast, a company is under- 
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capitalised if it is earning a very 
high rate of return consistently on 
its risk capital. An undercapitalised 
company commonly has no trouble in 
going to the market because the rate 
of return is sufficient to stand in- 
vestigation. But there are other fac- 
tors to be considered. Many groups 
of people other than investors may 
feel that the earning of high rates 
of profit is objectionable. Workers 
may allege exploitation and _ seek 
wage increases. Customers may 
think they ought to get cheaper 
goods. Suppliers may think they 
should charge more if they get the 
chance. And many people in their 
role as citizens may think a high rate 
of profit is synonymous with anti- 
social tendencies, and would national- 
ise such companies. Undercapitali- 
sation thus tends to build up some- 
thing in the nature of public ill-will. 


These conditions of under- and 
over-capitalisation may exist for 
other reasons than that promoters 
have made wrong estimates of in- 
come and wrong estimates of the 
capital required. They may arise 
over time in existing companies 
simply because rigidities in account- 
ing practice lead to the appearance 
of under- and over-capitalisation. If, 
for example, a company over a period 
of twenty years has acquired land, 
buildings and plant and is writing 
off depreciation on the basis of the 
historical cost, and is at the same 
time benefiting from rises in prices 
by comparison with other firms in 
the trade which being recently estab- 
lished have higher costs, it will ap- 
pear to be undercapitalised; for it 
will have a high net profit and a very 
low figure for its assets and capital 
in its balance sheet. 


This has been a common ex- 
perience in Australian business in 
the last decade, and many companies 
on the stock exchanges have felt the 
need to do something about it. They 
have wanted to improve the ap- 
pearance of the relationship be 
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tween their disclosed net profits and 
their disclosed capitals. To achieve 
this they have revalued their fixed 
assets and made bonus issues. 


To do this is not only important to 
the shareholder. Certainly he gets a 
new piece of scrip for nothing, not to 
mention the gain arising from know- 
ing the more or less current worth 
of the company’s assets. But it is 
also important from the point of view 
of any lender or potential lender to 
the company. He is concerned to 
know the owners’ equity in the busi- 
ness. If the owners’ equity is small 
by comparison with outstanding 
debt, but the only reason why it is 
small is that the owners’ equity is 
being stated at the original money 
amount contributed many years ago, 
the proprietary ratio will not neces- 
sarily be favourable to new lending. 
The position is improved if the cur- 
rent and now relevant values are 
substituted in the balance sheet for 
the old values; and this step may be 
necessary if new financing is con- 
templated. 


Gearing 
Besides looking at the average re- 
turn on ordinary capital, the regu- 


larity of that return, and hence the 
regularity of the income of the com- 
pany must be considered. The regu- 
larity of company profits influences 
the extent to which fixed income 
securities may be issued, for fixed 
income securities carry senior or 
prior claims against the profits 
before interest. If prior claims 
amount to, say, 80 per cent. of the 
available net income each year, the 
ordinary shareholders have only a 
small margin within which profits 
may vary without affecting their 
dividends. Ordinary shares may, in 
these circumstances, fluctuate widely 
in price, and fluctuation makes the 
security a speculative rather than a 
true investment security. For this 
reason attention is paid to the gear- 
ing of the capital of companies. 


There are two extremes here, too, 
high gearing and low gearing. These 
extremes are illustrated in the fol- 
lowing table which includes also an 
intermediate case. 


The figures relate to three com- 


panies having identical operations 
but different capital structures. The 
first depends entirely on risk capital 
and the last depends as to seven- 





Total Capital 
Ordinaries 
Preference, 6% 
Loan, 6% .... ... 


Net profit before interest and dividends 
Interest on loan less tax saved .... 
Dividends, preference shares .. 


Available for Ordinaries . 
Ordinary share earnings rate 
Price for yield of 8% .... .... 


If Net Profit rises £10,000 


Available for Ordinaries 
Ordinary share earnings rate 
Price for yield of 8% .... .... 


If Net Profit falls £10,000 


Available for Ordinaries 
Ordinary share earnings rate 
Price for yield of 8% .... .... ... 
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Second 
Lo-Gear Gear Hi-Gear 
Ltd. Ltd. Ltd. 


£500,000 £500,000 £500,000 
500,000 300,000 150,000 
100,000 150,000 

100,000 200,000 


50,000 50,000 
3,600 7,200 
6,000 9,000 


40,400 33,800 
13.5% 22.5% 
33/9 56/3 


50,000 





43,800 
29.2% 
73/- 


50,400 
16.8% 
42/- 


30,400 23,800 
10.13% 15.87% 
25/4 39/8 


465 





tenths on fixed income capital. A 
fixed income capital of the latter size 
means that ordinary share earnings 
are raised considerably as is also the 
market value of those shares. In the 
case of the low gear company ordi- 
nary share capital earns only 10 per 
cent. in the first set of circumstances, 
whereas the ordinary share capital 
of the high gear company earns 22} 
per cent. The price of the low 
geared ordinaries, to yield 8 per cent. 
will be 25s., whereas the price of the 
high geared ordinaries for the same 
yield will be 56s. 3d. 


Consider now the change which 
results if the net profit rises by 
£10,000 due to some general improve- 
ment in business. This has the effect 
of increasing the market value of the 
high-geared shares by something like 
17s. or about 30 per cent. In the case 
of the low geared shares the market 
value only increases 20 per cent. On 
the other hand, if the net profit falls 
£10,000, the reverse happens; the 
market value of the high geared 
shares falls by a greater - proportion 
than that of the low geared shares. 
Generally the market values of high 
geared shares are more susceptible to 
fluctuations in market conditions or 
general business conditions than the 
market values of low geared shares. 
These possibilities affect the interests 
of companies as well as those of their 
members. The managers can not tell 
far in advance the strains to which 
any company may be subjected, nor 
foresee the price at which the com- 
pany’s shares will be selling when a 
new share issue becomes necessary. 
Many companies prefer to play safe 
in low gear, for, as any car driver 
knows, difficulties can be met with 
greater ease in low gear than high. 
If, of course, there is a high degree 
of stability or regularity in a com- 
pany’s income—i.e., it is not seriously 


affected by changes in the economic 
climate—a high geared capital is 
quite appropriate; it is for this 
reason that debenture and note issues 
are commonly made by well estab- 
lished firms either in basic industries 
or dealing in a diversified range of 
commodities or services. 


The use of fixed income capital has 


its drawbacks if taken too far. Not - 


only may it affect those immediately 
connected with low geared com- 
panies. If a large number of com- 
panies have high geared capitals and 
business conditions are of a marked 
inflationary or deflationary charac- 
ter, the inherent tendency to infla- 
tion or deflation is geared up. If, for 
example, business conditions slump, 
a great number of high geared ordi- 
nary shares will fall in capital value, 
and this will have repercussions on 
the confidence of the business com- 
munity generally; the cumulative 
effect can be far more serious than 
can the effect of a drop of a point or 
two in the percentage earned on ordi- 
nary shares of all or a majority of 
companies which are low geared. 


Conclusion 


It should be clear that the financial 
structure of companies should never 
be considered to be a static thing. As 
conditions change so also must the 
affairs of companies change. At one 
time and in a given condition it may 
be appropriate to raise risk capital; 
at another and under different con- 
ditions it will be appropriate to raise 
fixed income capital. But the pro- 
cess must always be carried out 
against the background of the 
principles outlined above and the 
specific needs of a company. Its 
financial structure must be tailor- 
made. It must fit the case. 
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better 
business 
printing 


Choose a paper that 
will increase the 
effectiveness of your 
business printing and 
so work profitably for 
you—specify a 


Burnie quality. 


specify 


BURNIE papers 


ASSOCIATED PULP AND PAPER MILLS LIMITED 
Offices at Melbourne, Sydney, Brisbane, Adelaide. Mills at Burnie, Tasmania. 


“WRNIE™ PRODUCTS ARE DISTRIBUTED BY WHOLESALE PAPER MERCHANTS THROUGHOUT AUSTRALIA AND NEW ZEALAND 
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Credit 
OTolalime) 


Credit Control at the touch of a button is a fact 
with this Authorization System, which has one 
Authorizing position catering for up to five calling 
points. When credit is requested, the counter 
assistant lifts the handset of his telephone and is 
immediately answered by the Credit Authorizer. 
He reads out details of the docket before placing 
it in the stamping position of his telephone. 

To approve credit, the Authorizer presses the button 
of her instrument, thereby causing the docket to 
be stamped *‘O.K."’ 


@ Press Button Systems 

@ Private Automatic Systems 
@ Public Address Systems 

@ Credit Authorization Systems 
@ Loudspeaking Teleph 

@ Special Services 





with the simplified 
AUTHORIZATION SYSTEM 


AUTHORIZING 
TELEPHONE 


CALLING UNIT 


No Capital Outlay for Installation 
and Maintenance. Phone or write 
for free illustrated brochure. 


“INTER PHONES 


The largest Automatic Telephone Manufacturers in the British Commonwealth 


BRITISH AUTOMATIC TELEPHONE 
BRISBANE . ADELAIDE - PERTH 


MELBOURNE - SYDNEY - 


and ELECTRIC PTY. LTD. 











Accountancy Students in 
South Australia 


MUIRDEN COLLEGE 


Est. 1900 


offers you 


Smaller classes — 
more personal tuition 


Reasonable fees 


Preparation for every half 
yearly examination of 
the Australian Society. 


For full details apply 


MUIRDEN COLLEGE LTD. 


368 King William St., Adelaide 
W 4342 








WHAT RELIABILITY MEANS FOR 
USERS OF PYROX 


Magictape 


RECORDERS! 


When experienced retailers of recorders are asked to 
supply equipment for out-back areas where no service 
facilities are readily available, the choice is always 
reliable Pyrox Magictape. Pyrox reliability comes 
from precision manufacture by the most experienced 
magnetic recording organisation in the world. Pyrox 
reliability is your assurance, too, of low maintenance 
and trouble-free service. 


Only Pyrox gives you two hours high fidelity on each 
tape; simple controls—one speed for both speech and 
music; fast forward anti rewind. 

Available music and radio stores everywhere. 


PYROX LTD. 


14-36 Queensberry St., Melbourne .. .. .. FJ 9121 
18-20 Albion St., Sydney * ée ce ed os a Ve 
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BRANCH ACCOUNTING 


By A. G. BARTON, F.A.S.A., F.C.A.A., F.C.LS. 
Assistant Chief Accountant, Trans Australia Airlines. 


One of the major problems asso- 
ciated with the operation of a branch 
. accounting system is the reconcilia- 
tion, clearance and consolidation of 
the control accounts—particularly 
where there are a number of branch 
offices set up as separate accounting 
entities who have direct branch to 
branch transactions in addition to 
their transactions with head office. 
The object of this article is to discuss 
the use of the head office control 
accounts at branches to record all 
direct branch to branch  (inter- 
branch) transactions in addition to 
the head office/branch transactions; 
head office taking up the inter-branch 
transactions through the respective 
branch control accounts. 


Control Accounts 


There are two approaches that may 
be made in setting up and operating 
the control accounts in a branch ac- 
counting system :— 


(a) set up control accounts for 
each branch in the head office books 
for direct head office/branch trans- 
actions and set up a head office con- 
trol account in the branch books for 
direct transactions with head office 
and a control account for each other 
branch to record inter-branch trans- 
actions; or, 


(b) set up control accounts for 
each branch in the head office ledger 
to record direct head office/branch 
and inter-branch transactions and re- 
strict the branches to a head office 
control account through which must 
pass transactions with head office and 
their inter-branch transactions. 


The practical effect and advantages 
of (b) are that branch offices would 
have only the one account to recon- 
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cile in lieu of the several accounts 
which would be necessary if control 
accounts were kept for each other 
branch and, as head office would re- 
spond to all inter-branch entries, the 
branch control accounts would be pro- 
gressively adjusted for these trans- 
actions which would facilitate the 
consolidation of the branch ledger 
balances into the head office accounts. 
A disadvantage of this system 
is the increased posting volume at 
head office but this can be overcome 
by summarising the inter-branch 
transactions for posting in monthly 
totals which is discussed later. 


Using the following hypothetical 
transactions, control accounts main- 
tained under the system (b) would 
appear as in figure 1. 

(a) Opening balances 

(b) Transfer of stock from head 
office to branch A—£100 

(c) Transfer of stock from branch 
A to branch B—£50 

(d) Transfer of an amount paid to 
branch B by a branch A debtor 
—£25 (book entry only, no cash 
transferred). 


Recording of Inter-Branch 
Transactions 


Entries through the control ac- 
counts under any system of branch 
accounting should be made by med- 
ium of inter-office debit and credit 
advices and it is usually more con- 
venient to use a separate series of 
pre-numbered documents for these 
transactions. With multiple branches 
having a volume of inter-branch 
transactions it is also advisable, 
where separate control accounts are 
used, to have a separate numerical 
series of documents for each branch 
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to assist in completely taking up 
entries in the correct period. When 
the head office control account is used 
for inter-branch transactions, it is 
necessary for an additional copy of 
the debit-credit advices to be taken 
for head office use, but advices can be 
numbered, using a separate series for 
debit advices and for credit advices, 
straight through, with the control 
over the take-up of the inter-branch 
entries being exercised through the 


HEAD OFFICE: 


complete document sequences and re- 
conciliation of the control accounts 
submitted to head office by each 
branch. Under either system head 
office should use a separate series of 
numbered debit and credit advices 
for each branch. 

To avoid the detailed posting of 
inter-branch transactions at head 
office under the system when branch 
offices maintain only a head office 
control account, the _ inter-branch 


BRANCH A—CONTROL ACCOUNT 





Date Particulars 


Dr. Cr. Bal. 


a 





Mzy 1 |Opening balance 
7 |Transfer of stock 
Transfer of stock to B 


» 15 


22 |Transfer of debtors payment from B 























HEAD OFFICE: 


BRANCH B—CONTROL ACCOUNT 





Date Particulars 


Dr. Cr. Bal. 





1 {Opening balance 
15 {Transfer of stock from A 
22 |Transfer of debtors payment to A 








50 
825 
(Dr.) 

















BRANCH A: 


HEAD OFFICE—CONTROL ACCOUNT 





Date Particulars 





May 1 {Opening balance 
7 |Transfer of stock from Head Office 
15 {Transfer of stock to B 


” 


22 {Transfer of debtors payment from B | 





Dr. Cr. Bal. 





50 
25 

















BRANCH B: 


HEAD OFFICE—CONTROL ACCOUNT 





Date Particulars 


Dr. Cr. Bal. 





Opening balance 
Transfer of stock from A 
Transfer of debtors payment to A 


May 1 
” 15 
» 22 








250 
50 
25 

















Figure 1. 
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debit/credit advices raised can be re- 
corded at each branch on a columnar 
form of analysis sheet covering the 
branch analysis and account classifi- 
cations as illustrated in figure 2. As 
the sheet is being written up carbon 
copies of the branch analysis section 
can be taken for distribution to head 
office and branch offices concerned. 
After the sheets have been checked 
at head office against their copies of 
the debit/credit advices they can be 
then summarised for “bulk” posting 
to the respective branch control ac- 
counts. Receiving branch offices 
could adopt a similar procedure or 
unit post from the advices using their 
copy of the analysis sheet received 
from other branches to check to en- 
sure that all entries have been cor- 
rectly analysed and are posted in the 
correct periods. 


Where it is difficult, because of the 
number of branches concerned, to 
take sufficient copies of the analysis 


sheets, or there are a large volume of 
entries, an alternative system would 
be recording through a subsidiary 
allocations ledger, using a ledger 
posting machine. Under this system 
the debit/credit advices raised would 
be posted to separate ledger cards, 
and carbon copy statements, for each 
branch and for head office. A branch 
analysis control account would be 
used to accumulate the posting totals 
of branch analyses and the debit/ 
credit advices then sorted to account 
classification order and _ posted 
through the allocations (account 
classification) section of the ledger 
to balance with the pre-determined 
total of the branch analyses. At the 
end of the month the branch and 
allocation ledger balances would be 
cleared by machine listing of balances 
to form a standard journal voucher, 
copies of the branch analysis clear- 
ances being taken for head office 
checking/posting purposes. Debit/ 
credit advices inward could be simi- 


Copies for head office and branches at Adelaide, Brisbane and Sydney 





Branch 
Inter-Branch Debit Advices Raised 
Month of 


No. 





Debit 3ranch Analysis 


Advice 
No. 





Sydney | Brisbane | Adelaide 


Credit Distribution 





Debtors | Salaries | Suspense 




















On Branch copies 
this column 


| 
| 


printed “Credit 


Head Office”. 























Figure 2. 
NOTE: A separate summary would be used for inter-branch credit advices raised 


and for transactions direct with head office. 


Debit/credit advices inward 


could be similarly recorded but without taking copies of the analysis sheet. 
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larly recorded without the necessity 
of branches taking account copies. 

To complete the procedure head 
office would take and despatch copies 
of the branch control accounts to the 
respective branch offices for checking 
purposes. 


Under the system outlined head 
office would, with a minimum of 
extra work, have a firm grip over the 
reconciliation and clearance of the 
control accounts with less likelihood 
of delay in the consolidation of ac- 
counts. 





BOOK REVIEW 


A Survey of Structural Changes in 
the Western Australian Economy, by 
C. A. Vargovic. 


Published by The University of 
Western Australia Press, pp. xii + 
111. 8/6. 


It is just as important that studies 
of the direction, character and pace 
of development of an individual State 
should be undertaken as that similar 
studies should be made for Australia 
as a whole. Mr. Vargovic’s work il- 


lustrates clearly the changes in the 
economic development of Western 


Australia from 1946-7 by compari- 
son with the position in 1938-9 and 
shows that the industrialisation of 
the State has been a relatively slow 
process. Since World War II secon- 
dary industries have increased 
slowly. 


More than half the recorded pro- 
duction is still rural in character, 
with wool predominant, followed by 
wheat. The volume and value of 
other rural products is relatively 
small, though oats has tended to in- 
crease at the expense of wheat and 
it is surprising to find that with the 
increased demand due to a growth in 
population it has been necessary for 
Western Australia to import butter 
and, one might add, a large quantity 
of processed foodstuffs. 


The earlier industrialisation of 
the eastern States, the absence of a 
good coking coal, and the shortage 
of skilled labour have militated 
against the building-up of a capital 
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goods industry. Factories are mainly 
small scale and capital investment 
has not been so readily forthcoming 
as might be expected. However, con- 
siderable investment by the Govern- 
ment in public works must not be 
overlooked. , 

Apart from oil, which may yet be 
found in commercially payable quan- 
tities, other mineral resources may 
also prove to be extensive. In such 
a case the results should be of first- 
rate importance for W.A. 

The contribution of the tertiary 
sector to income has been consider- 
able and this sector gave employ- 
ment to between 50 and 60 per cent. 
of the total labour force, but it is 
rather surprising to find that in 1947 
only some 300 persons were employed 
in air transport. 

This last fact gives added point to 
the regret that the study goes no 
further, in the main, than to 1952-8, 
as a number of large scale develop- 
ments since that date clearly indicate 
a quickening of the tempo of econo- 
mic and industrial development. 

Beyond question this is a good 
piece of work, well supported by 
numerous tables, but it is rather a 
pity that it was not possible to in- 
clude a few graphs. Certain 
peculiarities of expression, coupled 
with the author’s name, might jus- 
tify the guess that he is a New Aus 
tralian. If so, all the more credit is 
due to him for the excellence of this 
study. Such evidence of interest in 
their new country by one of her 
adopted sons is indeed welcome. 


G. A. WELLER. 
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Under INDIVIDUAL Tuition you 
progress at YOUR own pace. 


Examination after examination CONSISTENTLY out- 
standing achievements by Metropolitan Accountancy 
College students show what individual tuition can do 
for YOU. 


In the last three Accounts and Auditing examinations of the N.S.W. Public 
Accountants Registration Board Syllabus “S’” (Australian Society of Account- 


ants )— 


@ APRIL 1956. Postal student G. E. Tyerman won Ist place in four 
— from enrolment. J. Woodcock and J. R. Hayes won 2nd and 3rd 
places. 


@ OCTOBER 1956. Semi-personal student K. Campbell passed after five 
months’ tuition. 


_@ APRIL 1957. Evening student J. H. McIntosh won 2nd place after six 
— study. S. Gompertz and D. A. Huisman won Ist and 3rd 
places 


METROPOLITAN ACCOUNTANCY COLLEGE 


Director of Studies: L. Stewart Johnstone, B.A., A.C.LS. 
6 Dalley St., Sydney. BU 5921- And at Parramatta 

















ASSURED CAREERS FOR 


ACCOUNTANTS 


in the 


R.A.A.F. 


QUALIFICATIONS required are a degree in Commerce or Economics or _membership 
of a recognised Accountancy or Secretarial Institute. Consideration given also to 
advanced students of Accountancy/Secretaryship with professional or commercial 
accounting experience. Applicants must be British Subjects, preferably under 30 
years and physically fit. 


DUTIES include accounting and audit of public moneys and stores, also non-public 
funds 


REAL OPPORTUNITY for promotion, free medical and dental treatment, three weeks’ 
annual vacation. Generous pension scheme. 


Call or write for details (and it does not commit you in any way) from the Staff Officer 
Recruiting, Headquarters Training Command, R.A.A.F. Albert Park Barracks, Melbourne 
S203. 
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STOP PRESS: “The man who was injured in this morning's hold-up was carrying a company payroll 
It is believed that the attackers trailed his car before shooting him in a struggle outside his com- 
pany’s premises”. 


To replace your accountant may be costly 
and inconvenient to you . . . then there's 
the possible loss of the payroll. BUT WHAT 
ABOUT HIS FAMILY .. . and your con- 
science? That's when you begin to realise 
that pay days can cost you far more than 
the money you draw. Mayne Nickless can 
ollect your payroll for you cheaper and so 


For an on-the-spot quotation 


<7 


YOUR 
N ACCOUNTANT 
MAY BE THE 
TARGET 


one pay day 


in the future! 


much safer than you could ever do it your 
self, even with as few as 7 people on your 
staff. The cost? Judge for yourself. For 
a £700 payroll, the only outlay is 25/6 a 
week; for a £2,000 payroll, just £2/5/-. In 
credible, isn't it? . . . especially when your 
payroll is fully insured against all risks until 
the moment you pay your staff. 


for your payroll simply ring: 


=yriad MAYNE NICKLESS PAYROLL DELIVERY 
IM AND BANK DEPOSIT SERVICE 


697 Elizabeth Street, Melbourne. 
572 King Street, Newtown, Sydney. 


NEWCASTLE, 


FJ 9274. 
LA 5743. 


or any of our offices at 


ADELAIDE, BRISBANE, BROKEN HILL, GEELONG, 


YALLOURN, MORWELL, WOLLONGONG, PORT KEMBLA & HOBART 
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A LAND OF PLENTY 


At a dinner party at a USS. 
country club, I was asking a few 
thousand questions. of a much- 
travelled and tolerant surgeon. His 
reply to some of these questions 
may be summed up in this way: 
America is a land of plenty where 
any surplus over present wants is 
thrown in the trash can (garbage 
tin to you). 


We had a foretaste of this on the 
US. ship which brought us to 
America. In addition to the meals 
provided in the dining saloon, the 
ship, on very warm days, put on al 
fresco luncheons near the swimming 
pool. Masses and masses of food of 
many varieties were laid out for the 
passengers to choose from and there 
would be enough left over to provide 
at least another meal, probably 
much more than enough. All this 
surplus, sumptuous high-quality food 
went into the trash cans to delight 
the following fish. What is said of 
the situation in New York, namely 
that more food is thrown away than 
is eaten, may very well be true. 


While my discussion with the sur- 
geon was taking place, the coffee 
arrived in the usual rather thick 
cups. Why, I asked, are these ordin- 
ary easily chipped cups used in 
humble homes and luxury hotels? 
Again, said the surgeon, it is a mat- 
ter of plenty. The cups are relatively 
cheap; and the particular design 
is made by the billion, and can be 
readily replaced. Chip and chuck 
away. 


While speaking of the table it is 
convenient to advert to the strange 
habit of American people of “eating 
with the fork”—the careful cutting 
of meat and other food not capable 
of easy dissection by the fork; the 
meticulous laying aside of the knife; 
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the transfer of the fork to the right 
hand; the larger mouthfuls obtain- 
able by using the fork like a spoon. 
I have asked many, many folk for 
their opinion -as to how the habit 
came into being. I believe the best 
answer came from a lady. Her be- 
lief is that good cutting knives were 
scarce in the pioneering days of 
America, and these were worn by 
the men-folk, who produced them at 
table when necessary. 


This is a wonderful summer in the 
western world. Day after day of 
bright sunshine and soft winds. It 
is the beginning of autumn, but it 
seems as if summer will never end. 
Our host and a friend grow for 
their own tables, sweet corn, toma- 
toes, cucumbers, squash, string 
(French to you) beans, peas, etc., in 
a rich piece of land but unwatered! 
In spite of the dry weather, the 
crops are clean and good; in parti- 
cular the tomatoes (I try to say 
“tomaytoes” but cannot, although it 
is the correct pronunciation), are 
large, firm and without a blemish. 
Yet we have had no rain for over a 
fortnight! What magic is this? 


The Americans have a concise 
way of describing a corner address: 
Instead of saying “Corner Kearny 
and Sutter Streets, San Francisco”, 
they say “Kearny at Sutter”. 


During our stay in this lakeside 
paradise, we have made two visits 
to Canada. The first was to Toronto 
to meet the members of the staff of 
the Canadian Tax Foundation, and, 
in particular, Mrs. Gwyneth Mc- 
Gregor, the editor of the Canadian 
Tax Journal. Like Sylvia, she is 
“kind as she is fair for beauty 
dwells with kindness”, but she is 
more excelling than the creation of 
my fellow poet, as she has a most 
delightful wit. The second visit was 
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to Ottawa to interview the Revenue 
authorities there. The purpose of 
both visits was to ascertain the law 
and practice relating to the taxation 
df “inter-provincial profits’, includ- 
ing principally the case of goods 
manufactured in one province and 
sold in another province. I have 
collected a great deal of information 
on the subject, and shall embody it 
in an article to appear in a later 
edition of the journal. Why such a 
subject—many will ask. For some 
time past, I have formed the belief 
that the States must resume the re- 
sponsibility of levying their own 
income taxes, and, with respect, I 
am certain that Victoria’s Premier, 
Mr. Bolte, for one, is in earnest in 
his expressed desire to bring this 
about. In order to help in the crea- 
tion of a satisfactory set of State 
Acts, I am enquiring into the Cana- 
dian Provincial and U.S. State in- 
come taxes. The United States 
Commissioner of Inland Revenue 
and the Deputy State Commissioner, 
New York, have kindly promised 
their aid, and I shall spend the 
month of September in New York, 
Washington, Philadelphia and Bos- 
ton, also part of October in Chicago 
and San Francisco, in search of 
light on the U.S. State income taxes. 
A report of these enquiries will also 
be supplied to readers of the jour- 
nal. Another self-imposed, albeit 
pleasant, task I have undertaken is 
an enquiry into the cost of living in 
U.S.A. as compared with Australia 
in order to ascertain the purchasing 
power of the two currencies. Ac- 
cording to a preliminary survey, I 
roughly estimate that in purchasing 
power four U.S. dollars equal £1 
Aust. If this be correct, then the 
best thing for an Australian 
traveller to do is to consider that he 
has lost one-half his money when he 
exchanges it for dollars. If he does 
so, he will find prices in U.S.A. 
roughly comparable with those in 
Australia. 

Let me conclude these notes with 
something in lighter vein: 
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On our return from Ottawa, we 
crossed into United States territory 
at the Thousand Islands Bridge 
across the St. Lawrence. The U5. 
Customs and Passport officer was a 
most friendly chap. He asked each 
of us five the usual question: 
“Where were you born?” Our host, 
Dr. Burt, said: “State of New 
York”. His wife said: “England and 
married to Dr. Burt’. She produced 
her Alien’s' Ticket-of-Leave or 
whatever it is called (she is not yet 
naturalised). My wife, her sister, 
said: “England, but married to an 
Australian”, and I produced her 
passport and U.S. visa. I said: 
“Australia”, and produced my pass- 
port and visa. My wife’s niece, 
Lispbeth, said: “India”, and pro- 
duced her naturalisation papers. 
The U.S. officer turned to Dr. Burt 
and in a pathetic voice said: “How 
did you get mixed up with this 
crowd?” He then proceeded to give 
us some valuable advice about 
motels, etc., for the homeward 
journey, and away we went. Who 
says honesty doesn’t pay? 


Since I was a youth with political 
ambitions — happily damned by 
chronic neuralgia—I have _ enter- 
tained the belief that the division of 
Australian people into “capital” and 
“labour” is unfortunate, as it left so 
many of us without a political home. 
As one who detests socialism, I can- 
not associate with the “labour” 
party; as a progressive, I am al- 
tagonistic to most of the views of 
the conservative element in the 
“capital” party. Perhaps the best 
one can do is to adhere to the right- 
wing party and try to white ant it 
with liberal principles. There are 
many thousands in Australia who 
stand with me in this respect. We 
are like East in Tom Brown's 
School Days. 


Until recent years, I was under 


impression that the 


the wrong = 
divisions 


United States political 
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were the ideal ones, i.e., the Demo- 
erats represented the progressive 
element and the Republicans repre- 
sented the conservative element. 
However this may be, the divisions 
are far from ideal, as the differ- 
ences are often irrational and the 
antagonism can be as bitter as that 
which existed between 17th Century 
Whigs and Tories. One of my Re- 
publican friends recently branded 
the late President Roosevelt as a 
mad inflationist. He said the late 
President unsuccessfully tried to 
bring about inflation by debasing 
the currency. When the President 
failed, he tried another plan to bring 
about inflation; he supplied scrap 


iron to the Japanese to provide them 
with the sinews of war; and at the 
same time he “needled” the Japs 
into the Pearl Harbour attack, thus 
bringing war and _ inflation to 
America. Titus Oates never thought 
of a better story than that. 

On the other hand, another good 
friend, who married my wife’s 
cousin, told me that his father 
claimed that under President 
Hoover he lost all his money; under 
President Roosevelt, he got his 
money back again. Ergo the old 
gentleman is a passionate Democrat. 
When a salesman tried to sell him a 
Hoover cleaner, he chased the sales- 
man down the garden path! 


—o— 


DECIMAL COINAGE FOR AUSTRALIA 
PRO AND CON 


The Editor, 

Sir, 

The chief benefit to be derived 
from a change to a decimal system 
of coinage is the simplicity of decimal 
calculations which in turn results in 
considerable saving of time and 
increased efficiency. 

To gain these objectives I would 
suggest we adopt the following 
system of coinage. 

£1 2.00 Australs 
10/- 1.00 ‘s 

.20 © or 20 pence 
10 ” ” 10 ” 

“ .05 ” ” 5 ” 
ld. = .01 i » 1 penny 
The only adjustments necessary to 

give effect to this scheme are:— 

That ten pence be declared equal 

to one shilling. 

That the threepenny piece be 

dropped out of circulation for the 

sake of convenience. The objection 
is that its decimal equivalent will 
involve three decimal places. 

(.025). 
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That a name be given to the 
present ten shilling note which 
replaces the pound as the basis of 
our currency. I have referred to 
it here as an “Austral” 


Some of the advantages of this 
system are that the present day 
values of coins, with the exception of 
the penny, will remain unaltered in 
relation to one another and that it 
is extremely easy to convert any sum 
from the old system to the decimal 
system or vice versa. 


For example :— 


£45/11/8 would equal 91.18 Aus- 
trals. 
£3/2/1 would equal 6.21 Australs. 


A symbol would have to be adopted 
for use with the Austral. The only 
difficulty of conversion is the value 
to be given to ten or eleven pence. 

£5/1/10 would equal 10.19 Aus- 

trals. 

£5/1/11 would equal 10.20 Aus- 

trals. 





Threepenny pieces now in circula- 
tion would need to be exchanged by 
the banks for other coins. 

Prices in shops, etc., could be 
shown either way or both together 
for a short change-over period. The 
buyer could still pay four and six 
for his goods, or forty six pence. The 
same amount of money will change 
hands. 

The most convenient time to affect 
a change-over may be the end of the 
financial year, when most accounts 
are closed off. 

One real difficulty would be the 
cost of converting and the time lag, 
during which cash registers and 
other calculators would be altered. 
In a large firm this cost would be 
offset by the increased efficiency and 
the speed of calculations possible 
under decimalisation, and later, the 
lower capital cost of decimal 
machines. 

I would like to add that my reason 
for making the ten shilling note a 
basis is that it is easier to double 


the Austral to make up a pound than 
to extend the decimal place to three 
which can become confusing. 
BRUCE MURPHY, 
(A.S.A. Students’ Society), 
Montrose, (Vic.). 


The Editor, 
Sir, 

I have read with considerable 
interest the pros and cons on this 
subject published over the last three 
months in The Australian Account- 
ant, and would like to add my com- 
ments in favour of the adoption of 
decimal currency. 

Firstly we must realise that the 
use of decimal currency in Australia 
is inevitable and therefore we should 
gladly accept this fact and take all 
positive action possible to speed the 
day of its adoption. 

As we are convinced that our cur- 
rency will shortly be on a decimal 
basis, the major tasks confronting 
us, are how to implement it in the 
simplest possible manner, and how 


474 


to educate the public in advance of 
the day on which the change-over 
will take place. 

The names of the units of the new 
currency are of little importance, 
Some have suggested the unit should 
be called an “Austral”. This is not a 
good name, it sounds as if it has 
something to do with a horse's 
nose. (It is possible that the spon- 
sors of this name had in mind that 
Australians are regarded as a nation 
of inveterate gamblers!). 


The Canadians, our big brothers 
in the British Commonwealth of 
Nations, feel no shame or guilt about 
calling their money dollars and cents, 
and I see no reason why we should 
not call our money, dollars and cents. 
There is something about the word 
dollar which has a feeling of value 
in the money and I feel that the use 
of this nomenclature in Australia 
would prove popular right from the 
start. 

For the purpose of converting our 
present currency to the decimal basis, 
the majority of comments published 
so far, seem to have regarded the 
pound as the basis from which we 
should start, and this has held a 
train of awkward complications 
when attempting to assess the new 
values of our lower denominations of 
currency. 

My suggestion is that we should 
start with the lowest of our present 
day coins in common usage, that is, 
the half penny. This would be called 
the cent, and naturally enough 4 
hundred of them would make our 
Australian dollar, the value of which, 
in today’s Australian money would be 
4/2d. 

Other coinage would be as ip 
Canada— 

1 cent (copper) 
5 cents—cupro nickel 

10 cents—silver or cupro nickel. 

25 cents—silver 

50 cents—silver 
and note values for 1, 2, 5, 10, 20, 50, 
and 100 dollars. 
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On this basis the conversion of 
bank statements, ledger accounts, 
shop prices, fares, etc. would present 
no difficulties whatsoever. 

The education of the public should 
take place over a period of perhaps 
twelve months prior to the date of 
change-over, and be in the form of a 
radio, television and press publicity 
campaign, setting out details, the 
method of conversion, and examples 
of its operation, calling attention day 
by day to the diminishing number 
of days in which our present cur- 
rency has to operate. 

F. K. KIDD, A.A.S.A., 
Melbourne. 


The Editor, 
Sir, 

The tremendous advantages of a 
decimal system are, I feel, self-evi- 
dent and need not be elucidated here. 

The main problem confronting 
such a change is not that of finding 
new coins or new names for coins, 
but the cost of replacing or convert- 
ing computing machines to handle 
the “new” currency. 

If a decimal system were intro- 
duced, businesses using figuring 
machines would be confronted with 
heavy capital expenditure. This is 
the major problem to be solved. 

I offer a few pointers which I 
consider may lead to a solution. 

1, Management in computing the 
cost of conversion must bear in mind 
the savings which will accrue over 
the years by using the more efficient 
(both in use and book keeping) deci- 
mal coinage. 

2. Some relief could be obtained by 
taxation concession. This could take 
the form of special depreciation 
allowances on old machines, or the 
allowance as a deduction of the cost 
of conversion; or a rebate of tax 

ring some relationship to the 
additional outlay could be given. 

38. Since normal bank credit is 
apparently in such short supply at 
present the Commonwealth Bank 
may have to be called upon to release 
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finance to assist such a move. 

4. Import duties, etc., should be 
lifted or at least reduced and import 
quotas temporarily lifted to facilitate 
a@ speedy change-over to the new 
machines. 

The next step is to obtain some 
facts and figures relevant to the 
change-over; firstly from the ac- 
counting and business machine 
houses as to the cost of conversion 
and/or new machines and secondly 
from businesses as to the extent of 
the changes necessary in equipment. 
These figures when available would 
help the Government decide its 
policy towards decimal currency 
adoption. If the policy was favour- 
able, it could be the moving force in 
the greatest single change leading to 
greater efficiency yet introduced into 
Australia. 

Practically all major research into 
the design and production of im- 
proved automatic computing mach- 
ines to reduce accounting costs is 
being undertaken in countries using 
decimal currency. After the advan- 
tages of newly developed equipment 
have been proved, this equipment 
is invariably available with decimal 
construction years before being pro- 
duced with the £.s.d. modification. 
This time lag forces Australia and 
other countries with non-decimal 
currencies to use less_ efficient 
machines that are more costly to 
operate for years longer than would 
be the case if decimal coinage were 
adopted. In my opinion the advan- 
tages to be gained merit the earnest 
consideration of all persons to work 
towards solving the temporary diffi- 
culties which would be associated 
with this change in our monetary 


system. 
B. L. ABBOTT, B.Ec., 
Bondi, N.S.W. 


The Editor, 
Sir, 

The correspondence concerning 
decimal coinage has called forth a 
number of valuable proposals, all of 
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which appear quite workable. There 
is widespread agreement on the 
desirability of the change; such oppo- 
sition as will be encountered will be 
reduced to a minimum by preserving 
as far as possible present names and 
values of currency and by keeping 
the new system simple. 


The following suggestion is worked 
out on the basis of these two prin- 
ciples: 

1. Wherever possible, preserve pre- 
sent names and values to facilitate 
the conversion of amounts expressed 
in old currency to new currency and 
so cause the public the least possible 
mental confusion; and 


2. A system involving only two 
decimal places (i.e. hundredths of the 
currency unit). The use of three 
decimal places (i.e. thousandths of 
the currency unit), as suggested by 
Mr. H. Grapulin, seems to be an 
unnecessary refinement for normal 
business transactions and would pre- 
vent the adoption in Australia of the 
accountancy machines, cash _ regi- 
sters, etc. already used elsewhere in 
the world, which record only two 
decimal places. It would, moreover, 
be an additional complication in the 
new system for the general public. 


The first of my two principles runs 
directly counter to that suggested by 
Mr. W. J. McFarland. Mr. McFar- 
land’s scheme seems theoretically 
sound, and if (for instance) the Aus- 
tralian territories in New Guinea 
were to be given an independent cur- 
rency system this idea would be very 
suitable, for the natives there have 
not been conditioned by the long use 
of certain currency units which have 
entered into the entire warp and weft 
of their thinking. This, however, is 
the situation in Australia itself and 
to introduce wholly new ideas (as an 
“Austral” equal to one hundred 
pence) would upset our whole scale 
of comparative values. If a com- 
modity were priced at five Australs, 
25 pence, shoppers would be convert- 
ing it back into £.s.d. to see whether 
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they were getting a bargain or being 
overcharged. It would be a long and 
tedious process before we had 
accomodated ourselves to the entirely 
new terms and values, even though 
they were based on our present penny, 

The scheme advocated by Mr. G, 
Rush is open to similar objections, 
that to change from the pound as the 
basic currency unit would necessitate 
a change in the financial thinking of 
the people generally, and cause con- 
fusion during the lengthy period 
before they had accommodated them- 
selves to the new unit. Conversion 
of present values would be made a 
little more difficult and as people are 
conservative by nature, such 2 
scheme would rouse more opposition 
than one using the pound as the basic 
unit. 

A scheme worked out in conformity 
with the two principles enunciated 
would involve: 

1. Retaining the pound as the unit 
of currency. 

2. Retaining the ten shilling note. 
To call it an “Austral” (as suggested 
by Mr. F. S. Scorer) is not necessary 
and would add an additional compli- 
cation to the scheme. However, on its 
face it would bear the value “Five 
Florins” as well as “Ten Shillings” 
and with the passage of time the 
former name would supersede the 
latter for the value would be written 
£0.5. 

8. Retaining the florin and shilling 
unaltered. They would be written as 
£0.1 and £0.05 respectively. 

4. The issue of a new coin equal to 
one tenth of a florin, and thus equal 
to 2.4 of our present pence. This coin 
would thus be one hundredth of the 
basic currency unit (the pound). It 
could well be called a cent, which is & 
name known and understood gener- 
ally as meaning the one hundredth 
part. 

As opposed to this last point, Mr. 
R. O. Harris has suggested (and Mr. 
Scorer agrees) that the Government 
should declare that ten pennies eq 
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one shilling. Now it is obvious that 
the Government would have to de- 
clare that such a revaluation would 
operate from a given date, and allow 
sorhe time before proclaiming the 
changed value and bringing it into 
force in order that the business world 
could recalculate its prices. In that 
time pennies would vanish from cir- 
culation as everyone would be hoard- 
ing them against the day when 200 
of them instead of 240 would equal 
one pound. 


Of course, new pennies could be 
struck to represent one tenth of the 
shilling, but if the name “penny” 
were retained for these coins, then 
during the period when these were 
replacing the old pennies there would 
be an amount of inevitable confusion. 
If this new coin were not to be called 
a penny, then why not call it a “half 
cent” and keep your unit as the 
cent, which is one tenth of the florin? 
This is important, as a decimal 
scheme of currency is by definition 
based on tens. To make your smallest 
unit of currency one twentieth of the 
next main unit (the florin) and thus 
one two-hundredth of the basic unit 
(the pound) is contrary to the whole 
spirit of the scheme. 


Note also that a coin with the 
value of one tenth of a shilling 
would be £0.005, which requires the 
use of three decimal places. To make 
such a coin a unit of currency and 
use it in stating the subdivisions of 
the larger units (the shilling and 
forin) would involve the use, there- 
fore, of three decimal places through- 
out business life and in accordance 
with the second principle stated 
originally, this is to be avoided. How- 
ever, it may be felt that the interval 
between one cent and the next (equal 
to 2.4 of our present pence) is too 
large for precision in stating prices, 
ete. For this reason it would be an 
advantage to have in circulation a 
con which was £0.005 or half the 
value of the cent. This half-cent 
Would be treated exactly as our 
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present halfpenny: that is, it would 
be used for pricing goods, for pur- 
chases and for making calculations, 
but would not be recorded in account- 
ing records by banks or businesses. 
Thus the advantages of such a coin 
are retained and the disadvantages 
avoided. 


The currency change-over would be 
effected through the banks, which 
would give five cents for every group 
of coins to the value of twelve pence 
which were handed in, both of these 
amounts being equal to one shilling. 


If thought desirable, another coin 
could be struck to represent some 
value between the cent and the 
shilling (five cents). It would also be 
an advantage to have a light coin 
equal to two florins (four shillings). 


To summarise: As in our present 
system of currency we have three 
units, pounds, shillings and pence, so 
in any change-over to a decimal sys- 
tem there are three main ways the 
change could be accomplished: using 
the pound as the main unit (advo- 
cated by Mr. Harris, Mr. Grapulin 
and Mr. Scorer); using the shilling 
as one-tenth of the main unit (advo- 
cated by Mr. Rush); and using the 
penny as one hundredth of the main 
unit (advocated by Mr. McFarland). 
If the two principles here suggested 
are followed, the pound would be re- 
tained as the unit, a new coin would 
be struck equal to one hundredth of 
that unit, coins under the value of 
one shilling would be withdrawn, and 
a half-cent coin would be used to 
facilitate business transactions but 
not recorded in books of accounts. 


May I suggest that in further cor- 
respondence on this topic, vour cor- 
respondents state the principles 
which underlie their suggestions, and 
mention the reasons for their propo- 
sals? 


B. W. POWERS, A.A.S.A., 
The Oaks, N.S.W. 
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RECENT LEGAL DECISIONS 


Discussed by L. C. VOUMARD, B.A., LL.B. 


Duty of Bailee for Reward 


If goods left with a bailee for 
reward are stolen, the bailee is liable 
to the bailor unless he can show that 
the theft occurred despite the fact 
that he took all reasonable and proper 
care for the due security of the 
goods; and the onus of proving this 
rests on him. 


The New Zealand case of Peter- 
son v. Papakura Motor Sales Ltd. 
(1957) N.Z.L.R. 495, shows that 
this burden is not lightly discharged. 

P left her car with the company 
for sale on her behalf. Thieves stole 
the car from the company’s show- 
room, and in an action by P, for 
damages for breach of the company’s 
duty as a bailee for reward, the 
company was held liable. 

The thieves forced an entry into 
the showroom by breaking a locking 
device on a side door. Once inside, 
they opened the front door of the 
showroom, started the car (which had 
been left unlocked) with its ignition 
key and drove off. It was not con- 
tended that the company was negli- 
gent in failing to lock the car or in 
leaving the ignition key in place, but 
the Court held, on the facts, that the 
company had failed to satisfy it that 
the locking device on the side door 
was one which a reasonable man in 
all the circumstances would have been 
content to use in keeping safe his 
own chattels similar to the one stolen, 
and gave judgment for P. It was also 
suggested by the Court that the com- 
pany should have taken steps to 
secure the front door more effectively. 

The building was not lit at night; 
this by itself was not negligence, but 
the Court treated it as a factor bear- 
ing on the company’s liability, on the 
ground that a burglar is able to work 
more easily and securely in dark 
premises. 
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Minority Shareholder and Take-over 

Bid 

Readers may recall that a few 
months ago there was some reference 
in our newspapers to the successful 
“take-over” by the Texas Company 
of New York of the English company, 
Trinidad Oil Co. Ltd. This was not 
accomplished without some opposi- 
tion. 


The Texas company had made an 
offer to the shareholders of Trinidad 
Oil, to purchase their shares in that 
company (they were 5/- shares) for 
80/3 per share. This offer having 
been accepted by nine-tenths of the 
shareholders, the Texas company 
then took advantage of s.209 of the 
Companies Act 1948 (Eng.), which 
provision has its counterpart in the 
Companies Acts of the several Aus- 
tralian States (cf. e.g., Vic. s.155), to 
notify a minority shareholder, who 
had not approved the proposal, that 
it intended compulsorily to acquire 
his shares upon the same basis. 


This shareholder, as the section 
allowed him, then went to the Court, 
objecting to the compulsory acquisi- 
tion of his shares on the ground 
that the offer was not sufficient. He 
only held twenty shares of 5/- each 
in Trinidad Oil, but the relative 
insignificance of his holding was no 
bar to him making an application. 


On the facts, though, he failed to 
obtain any relief, the offer being held 
to be a perfectly fair one. Wynt- 
Parry, J., is reported as saying that 
it has been pointed out by the Court 
again and again that, in the case of 
schemes of arrangement or schemes 
under s.209, prima facie the best 
judges of the scheme are the share 
holders themselves. Stockholders 
who saw fit to accept the scheme it- 
cluded a number of well-known 
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insurance companies, and that fact 
must have some influence with 
the Court on such an application, 
because while great care has to be 
taken to see that justice is done to 
the applicant, it is also necessary 
that attention should be paid to the 
views of the majority of share- 
holders. 


Apart from this statement of the 
principles which guide a court in 
considering applications of this 
nature, this case shows that a 
minority shareholder who wishes to 
litigate on such a matter need not 
necessarily be deterred by the pros- 
pect of indulging, win or lose, in an 
expensive luxury. On the applicant 
assuring the Court that he did not 
impute “anything in the way of 
commercial dishonesty” to anyone 
connected with either of the com- 
panies concerned, the Court made no 
order of costs against him. The con- 
sequence of this was that the com- 
pany had to pay its own not incon- 
siderable costs; it could not recover 
them from the unsuccessful minority 
shareholder. 


Incidentally, this case has not (so 
far at all events) Been reported in 
the Law Reports, but The Journal of 
Business Law (at pp. 292-3 of the 
issue for July, 1957) contains a short 
report of it, and it is on this that 
this note has been based. 


Bankruptcy Notice 


If a debtor who is served with a 
bankruptcy notice fails to comply 
with it, or fails to have it set aside 
because he has a “counter claim set 
off or cross demand which equals or 
exceeds the amount of the judgment 
debt . . .” he commits an act of 
bankruptcy. 


Difficult questions sometimes arise 
as to what constitutes a “counter 
claim set off or cross demand” for 
this purpose, and a case dealing with 
one such was that of Re a Debtor 
(No. 80 of 1957), Ex parte the 
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Debtor v. Wiseburgh, heard before 
the Court of Appeal and reported 
(1957) 2 All E.R. 551. 


A wife had obtained a judgment 
against her husband for just over 
£600, and she served on him a bank- 
ruptcy notice founded on this judg- 
ment debt. The husband applied to 
have the bankruptcy notice set aside 
on the ground that he had a cross 
demand against the wife for an 
amount in excess of the amount of 
the judgment debt. 


The circumstances in which the 
alleged cross demand arose were 
these. The wife had also presented 
a petition for divorce against the 
husband, whereupon the husband, 
who defended the suit, applied to 
have the Court determine who was 
the owner of certain chattels at the 
matrimonial home. The husband 
valued these chattels at £20,000, and 
alleged they belonged to him. His 
wife put their value at only £6,000, 
and alleged that they belonged to her. 
At the date of the hearing of the 
husband’s application to have the 
bankruptcy notice set aside the pro- 
ceedings relative to the ownership of 
the chattels were still pending. Had 
they been finalised, and in the 
husband’s favour, no difficulty would 
have arisen in saying that the hus- 
band did have a sufficient cross 
demand against the wife (the judg- 
ment creditor) to entitle him to have 
the bankruptcy notice set aside, but 
the proceedings had not gone that 
far. The question, then, was whether 
in its present undecided state, the 
husband’s claim to be treated as the 
owner of the chattels constituted a 
sufficient cross demand. By a 
majority (Jenkins, L. J., dissenting) 
the Court of Appeal held that it was; 
there was sufficient evidence to indi- 
cate that the husband’s claim might 
succeed, at least to an extent neces- 
sary to exceed the amount of the 
wife’s debt of just over £600. Hence, 
the bankruptcy notice was set aside. 
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It is certain that proceedings of 
this nature will be relatively rare, 
because, as Sellers, L. J., pointed 
out, “. . . I imagine, and certainly 
hope, that wives do not often seek to 
make their husbands bankrupt .. .”! 


Whe is to Suffer? 


Eastern Distributors Ltd. v. Gold- 
ring (Murphy, Third Party) (1957) 
2 All E.R. 525 is a case which raises 
once again the familiar question: of 
two innocent persons, who is to suffer 
for the misconduct of a third? 


The facts, which are somewhat 
complex, may be summarised in this 
way. Murphy owned a Bedford van. 
He was minded to buy a Chrysler 
car from Coker, a motor dealer, but 
he did not have enough money, even 
for a deposit under a hire purchase 
agreement. In this inconvenient 
situation, therefore, he and Coker 
agreed that Coker, who knew Eastern 
Distributors (a hire purchase com- 
pany), should pretend to them that 
he was selling Murphy both the Bed- 
ford and the Chrysler, and further, 
that Murphy had paid the deposit on 
both vehicles. On this footing, 
Coker would then collect the balance 
of the price of both vehicles from 
Eastern Distributors, who would 
finance the deals in the usual manner, 
and Murphy would pay off the instal- 
ments on both, thereby, in effect, pay- 
ing the price of the Chrysler. 


Murphy then signed hire purchase 
documents in blank, and left them for 
Coker to complete when these devious 
plans had been put into effect. Some- 
thing went wrong. The deal fell 
through, so far as the Chrysler was 
concerned, although Coker went 
ahead with the scheme fon the Bed- 
ford. This he did without Murphy’s 
authority, for the essence of the 
scheme was that the Bedford trans- 
action was only ancillary to the pur- 
chase of the Chrysler. Nevertheless, 
Eastern Distributors bought the Bed- 
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ford from Coker, (he having been 
armed with the apparent authority 
so to dispose of it), and let it on hire 
to Murphy. When Murphy defaulted 
in his instalments, Eastern Distribu- 
tors sought to repossess. 


Unfortunately for them, however, 
Murphy never at any stage had 
parted with possession of the van and 
all along regarded himself as the 
lawful owner of the Bedford. Thus, 
he had sold and delivered the Bedford 
to Goldring (the defendant in the 
action) this sale having taken place 
a few weeks after Coker had sold 
the same vehicle to Eastern Distribu- 
tors. Like Goldring, Eastern Distri- 
butors had acted throughout in good 
faith, and in ignorance of the real 
position. 


So the problem was, who owned 
the Bedford, Eastern Distributors or 
Goldring? It was held in the end that 
Eastern Distributors could recover it 
from Goldring, on the ground that 
Murphy had clothed Coker with an 
apparent authority to sell it, and was 
thus precluded from denying the 
latter’s authority to sell; at the time 
of the sale to Goldring, therefore, 
Murphy had no title to give him, as 
the property in the van had by then 
passed to Eastern Distributors. 
(This rule is embodied in the (Sale 
of) Goods Act—-see, e.g., Vic. s.27.) 


It is an unhappy _ decision, 
especially when one realises that 
Goldring was hardly in a position to 
afford the loss. But it would have 
been equally unfortunate had the 
loss fallen on Eastern Distributors, 
for they, too, were perfectly innocent 
parties. Perhaps the unhappy 
defendant might find some comfort 
in the fact that he is not the first 
person ever to find himself in this 
position. His fate was, in the words 
of the Court, “a common one where 
hire purchase agreements are con- 
cerned, and is now one of the regular 
ways in which unsuspecting buyers 
are deceived by what they take to be 
ownership”. 
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Changes in English 
Cheque Endorsement Law 


Mention was made in an editorial 
in the September issue of The Aus- 
tralian Accountant of the Cheques 
Act, 1957 which recently became law 
in England. 


For the information of members, 
we append below the main clauses of 
the Act. 


1.—(1) Where a banker in good faith 
and in the ordinary course of business 
pays a cheque drawn on him which is not 
indorsed or is irregularly indorsed, he does 
not, in doing so, incur any liability by 
reason only of the absence of, or irregu- 
larity in, indorsement, and he is deemed to 
have paid it in due course. 


(2) Where a banker in good faith and 
in the ordinary course of business pays 
such instrument as the following, namely— 


(a) a document issued by a customer of 
his which, though not a bill of 
exchange, is intended to enable a 
person to obtain payment from him 
of the sum mentioned in the docu- 
ment; 


(b) a draft payable on demand drawn 
by him upon himself, whether pay- 
able at the head office or some other 
office of his bank; 

he does not, in doing so, incur any liability 
by reason only of the absence of, or 
irregularitv in, indorsement, and the pay- 
ment discharges the instrument. 


2. A banker who gives value for, or has 
a lien on, a cheque payable on order which 
the holder delivers to him for collection, 
without indorsing it, has such (if any) 
rights as he would have had if, upon 
«so the holder had indorsed it in 
ank. . 


3. An unindorsed cheque which appears 
to have been paid by the banker on whom 
it is drawn is evidence of the receipt by the 
payee of the sum payable by the cheque. 


4.—(1) Where a banker in good faith 
and without negligence,— 


(a) receives payment for a customer of 
an instrument to which this section 
applies; or 


(6) having credited a customer’s account 
with the amount of such an instru- 
ment, receives payment thereof for 
himself; 

and the customer has no title, or @ 
defective title, to the instrument, the 
banker does not incur any liability to the 
true owner of the instrument by reason 
only of having received payment thereof, 

(2) This section applies to the following 
instruments, namely,— 

(a) Cheques 

(5) any document issued by a customer 
of a banker which, though not a 
bill of exchange, is intended to 
enable a person to obtain payment 
from that banker of the sum men- 
tioned in the document; 
any document issued by a public 
officer which is intended to enable 
a person to obtain payment from 
the Paymaster General or the 
Queen’s and Lord _ Treasurer's 
Remembrancer of the sum mentioned 
in the document but is not a bill of 
exchange; 

(d) any draft payable on demand drawn 
by a banker upon himself, whether 
payable at the head office or some 
other office of his bank. 

(3) a banker is not to be treated for 
the purpose of this section as having been 
negligent by reason only of his failure to 
concern himself with absence of, or 
irregularity in, indorsement of an instru- 
ment. 


5. The provision of the Bills of Exchange 
Act 1882 relating to crossed cheques shall, 
so far as applicable, have effect in relation 
to instruments (other than cheques) t 
which the last foregoing section applies a& 
they have effect in relation to cheques. 


It will be recalled that our editorial 
advocated the passing of similar 
legislation in Australia. The editor 
of The Australian Accountant invites 
readers to express their opinions on 
this matter for publication in the 
journal. 
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NEW SOUTH WALES 


Taxation Lectures. 

A series of three taxation lectures held 
during August were well-attended by 
members. The first lecture entitled “Sales 
Tax Highlights” by H. R. Irving, F.A.S.A., 
F.T.I.I., was most informative. The study 
of this subject has been neglected inex- 
plicitly by the accountancy and legal pro- 
fessions and the commercial community 
generally. Mr. Irving’s lecture took the 
form of a number of case studies and his 
clear definition of the terms “manufacture” 
and “aids to production”, left the members 
in a much happier and more knowledgeable 
frame of mind on these points. 


The second lecture of the series, “Taxa- 
tion and the Family Company” by R. L. 
Bowra, LL.B., A.A.S.A., proved popular. 
It is a subject receiving much attention 
to-day from the accountant. 

The final lecture of the series is to be 
given by Mr. C. W. Hartcher, LL.B. It 
is entitled “Partnerships, Trustees, Patents 
and Sections of Current Interest”. 


Luncheons. 

Two hundred members of the New South 
Wales Division who were present at the 
luncheon held on August 21, at the Troca- 
dero, heard an informative address by the 
Society’s President, Mr. O. H. Paton, on 
the recent trip he made to Japan, and to 
South-East Asia accompanied in the latter 
area by Mr. Andersen, General 
Registrar. Mr. Paton gave the reasons for 
the tour of South-East Asia, and as a 
result of his address all present felt that 
the Society was doing a very worthwhile 
job in assisting students from the Asian 
countries. 


On September 11, Mr. R. F. Holder, 
B.A., Dip. Com. (Birm.), spoke on the 
subject, “The Budget and the Economic 
Situation”. About two hundred members 
of the Division were present at this 
luncheon and they were interested to hear 
the speaker’s comments on this special 
subject. Mr. Holder is an economist with 
the Bank of New South Wales. 


Personal. 

Mr. W. F. Strang, A.A.S.A., has been 
appointed secretary of Jantzen (Aust.) 
Ltd. following the resignation of Mr. E. B 
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Cheetham, F.A.S.A., to become financial 
manager and secretary of Lustre Hosiery 
Ltd. Mr. T. N. Breaden, A.A.S.A. has-been 
appointed chief accountant of Jantzen. 


Mr. J. F. Cornally, A.A.S.A., advises 
that his practice is now being conducted at 
Dion’s Building, 39B Keira Street, Wol- 
longong, N.S.W. 


Charles J. Berg and associates of Sydney 
advise that Mr. Robert Strauss, A.A.S.A., 
A.C.A.A., has been admitted as a partner 
in the firm as from October 1, 1957. 


TASMANIA 


Week-end Convention. 


The first convention arranged by the 
Tasmanian Division was held at the Lufra 
Hotel, Eaglehawk Neck, from September 
18 to 15. 


The Division was honoured by the 
attendance of Messrs. O. H. Paton (Presi- 
dent), C. W. Andersen (General Registrar), 
and V. L. Gole, an immediate Past Presi- 
dent of the Victorian Council. 


On the afternoon of September 13 a 
civic welcome was given to Messrs. O. H. 
Paton, C. W. Andersen and V. L. Gole, and 
other visitors to the convention by the 
Lord Mayor of Hobart (Alderman Park). 


Papers presented at the convention were: 
“Responsibility Accounting” by Mr. V. L. 
Gole; “The Organisation of the Profession’ 
by Mr. C. W. Andersen, and “Accountants 
—and the Challenge of Electronics” by Mr. 
V. A. Benjafield. 


The Tasmanian State President, Mr. 
Quentin McDougall, at the conclusion of the 
proceedings told the 43 members and 
students of the Division, who had 
gathered at the convention from all parts 
of the State, that the Divisional Council 
was grateful and encouraged by the success 
of the convention. The papers presented 
were of a high standard and the discussion 
had proved most stimulating. He antici- 
pated that further Divisional conventions 
would be arranged. 


Address to Northern Members. 


On September 12, Mr. V. L. Gole 
addressed members of the Northern Branch 
in Launceston, on “Company Finance”. 
There was an attendance of 25 members, 
and after the paper had been presented 
a discussion followed. The General Regis- 
trar, Mr. C. W. Andersen, accompanied 
Mr. Gole on his visit to Launceston. 
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Hobart Luncheon. 

On September 13 the President, Mr. O. 
H. Paton, addressed a luncheon meeting in 
Hobart on “Some Impressions of Japan 
and the Far East”. The luncheon was 
attended by 64 members, students and 
guests of the Division. 


SOUTH AUSTRALIA 


Arthur Capper Moore Memorial Lecture. 


The 1957 Arthur Capper Moore Memorial 
Lecture was delivered in Adelaide by Mr. 
C. R. Hicking, F.A.S.A., deputy chairman 
of Matthews Thompson & Co. Ltd., Sydney, 
and a member of General Council, on 
September 12. This interesting address 
entitled “Accounting in This Managerial 
Age” was held at the Mawson Lecture 
Theatre in the University of Adelaide, 150 
members being present. 

At the conclusion of the lecture, Mr. 
Hicking was entertained at supper by 
members of the South Australian Council 
and representatives of the Australasian 
Institute of Cost Accountants, the Insti- 
tute of Chartered Accountants and the 
Institute of Management. 


River District Branch. 

The South Australian Council has decided 
to establish a River District Branch at 
Berri, and the inaugural meeting of mem- 
bers resident in the Murray District was 
held at Berri Hotel on October 5. The 
Federal President, Mr. O. H. Paton 
addressed members, following which a talk 
was given by Mr. R. J. Humby on “The 
Case for the Abolition of the Endorsement 
of Crossed Cheques”. At the conclusions 
of the business part of the meeting, a 
smoke social was held. 

The South Australian Council has 
appointed the following members to the 
first branch council:— Mr. C. B. Newland 
(chairman), Messrs. G. L. Chinner, L. H. 
Biggs, C. H. Lever, C. B. Oglivy, and R. 
N. Wiese (hon. secretary). 


Personal. 

Mr. D. P. Williams, F.A.S.A., secretary 
of John Martin & Co. Ltd., and hon. 
treasurer of the South Australian Division, 
has left on a business visit to the United 
States of America. 

Mr. A. S. Brooks, A.A.S.A., has been 
appointed deputy director of the South 
Australian Tourist Bureau. 





REGISTRARS CONFER 


The registrars of the Australian Society 
of Accountants and of the Australasian 
Institute of Cost Accountants held a two- 
day conference in Melbourne on September 
19 and 20 to discuss important aspects of 
Society and Institute administration. Those 
present included the General Registrar, 
Mr. C. W. Andersen (who presided at the 
meeting), and Messrs. B. L. Horsley 
(Sydney), J. L. Amies (Brisbane), J. A. 
K. Wicks (Melbourne), J. Rolfe Sabine 
(Adelaide), L. J. Farrell (Hobart) and R. 
H. Egan (Perth). Also present were Miss 
M. R. Garbutt (assistant to the General 
Registrar), Mr. F. H. Ward (assistant 
N.S.W. registrar) and Miss N. M. Dawson 
(assistant Victorian registrar). 


Two years have passed sincé the A.S.A. 
State registrars last met in a similar con- 
ference and during that time the Society’s 
membership has steadily increased. It is 
now more than 21,000, whilst some 10,000 
candidates are registered as students with 
_ Society in Australia and South-East 
Asia. 


Quite apart from the heavy administra- 
tive demands created by so large a number 
of members and students it is inevitable 
that many varied problems must arise 
from time to time for the attention of the 
registrars. These include the arrangement 
of numerous technical and social activities, 
lectures, meetings and conventions, main- 
tenance of libraries, organisation of 
research, and the publication of technical 
material. All these activities have greatly 
expanded in recent years. Many of the 
problems involved are common to all States 
and it has been found that round-table 
conferences of registrars are invaluable 
in determining the best solutions of the 
difficulties encountered from day to day. 

Subjects discussed at the conference 
included the integration of the Institute’s 
records. and activities with those of the 
Society following the affiliation of the two 
bodies. Consideration was given also to 
ways and means of enabling both the 
Society and the Institute to extend the 
scope of their services to members mM 
particular, and to the community in general. 
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QUEENSLAND 
VISIT OF PROFESSOR R. L. DIXON 


Lectures. 

Thirty-four members of the Queensland 
Division enrolled for the course of lectures 
by Professor Dixon during his visit to 
Brisbane from June 29 to August 2. The 
subject of the course was “Accounting 
and Control Techniques for the Small 
Business”. 

Maximum benefit was derived from the 
curse which, in less detail, covered the 
subject matter of four other courses held 
in the southern States. The Professor 
defined a small business as one that employs 
less than 10,000 employees. Members 
enjoyed both the easy manner of the 
Professor’s delivery and the subject matter, 
and derived great benefit from the know- 
ledge imparted. All expressed the opinion 
that they would have liked much more time- 
from the Professor so that he could have 
dealt more fully with several important 
aspects of his lectures. 


Official Luncheon. 


To enable representatives of account- 
ancy, finance, commerce and_ accountancy 
education to meet Professor Dixon during 
his visit to Brisbane, the 


Council ‘arranged a luncheon at the Carlton 


Hotel on July 29. The State president, 
Mr. R. F. Butt, presided, and in welcoming 
the guest of honour and the distinguished 
guests, made reference to the objects of 
the Society, which included the exchange 
of knowledge between accountants of all 
countries, an object admirably attained by 
Professor Dixon during his stay in Aus- 
tralia. 

He made reference to the helpful part 
played in the Professor’s visit by the Com- 
monwealth Bank of Australia, which was 
represented at the luncheon by Messrs. 
H. L. Bailey and W. A. Beuttel. 


Buffet Dinner. 

To enable councillors of the Division and 
their wives to meet Professor and Mrs. 
Dixon, an informal buffet dinner was held 
on July 30, in the Coral Room at Lennon’s 
Hotel The State president, Mr. R. F. 
Butt, and Mrs. Butt received the guests. 


At the conclusion of the series of lectures 
he delivered in Brisbane, Professor and 
Mrs. Dixon were driven to the South Coast 
where they stayed for some days at 
Lennon’s Hotel, Broadbeach. 

They left Queensland for Sydney on 
August 11 and sailed for the United States 
from Sydney on the 16th. 
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Divisional . 


VICTORIA 


Monthly Luncheon. 


The monthly luncheon of the Victorian 
Division was held on September 10 at The 
Victoria. 

More than a hundred members attended 
to hear a most entertaining address by Sir 
John Allison on the subject of “The 
Accountant as a Business Manager”. Sir 
John, who is a past president of the 
Melbourne Chamber of Commerce and 
principal of the University of Melbourne’s 
Summer School of Business Administration, 
drew on his wide experience in accounting 
and management to provide examples 
illustrating the importance of accounting 
knowledge. Touching on the science of 
management, he paid a tribute to the 
excellent work of the Australian Institute 
of Management. He also brought to the 
notice of those present the successful 
development of the Melbourne University’s 
Summer School of Business Administration. 
Sir John concluded by saying that he would 
rate a knowledge of accountancy as of 
first importance in helping to meet the 
many tasks and problems of management. 


Mr. V. L. Solomon, F.A.S.A. (president 
of the Victorian Division of the A.S.A.) 
proposed a vote of thanks to Sir John 
Allison. 


Taxation Commissioner Farewelled. 

Mr. R. J. Mair, A.A.S.A. (Second Com- 
missioner of Taxation at Canberra) who 
retired on October 11, was the guest of 
honour on October 1 at an informal func- 
tion arranged by the Council of the Aus- 
tralian Society of Accountants. 


The function, which was held in the 
library of the Society’s Melbourne office, 
gave members of the Council and others 
the opportunity to farewell Mr. Mair 
during his last official visit to Melbourne. 


Amongst those present were: Messrs. D. 
L. Canavan, A.A.S.A., (Deputy Commis- 
sioner of Taxation, Central Office), F. W. 
Chamberlin (Assistant Deputy Commis- 
sioner of Taxation, Central Office), J. A. 
Neale, F.A.S.A. (Deputy Commissioner of 
Taxation, Victoria), F. W. Corrigan, 
A.A.S.A. (Assistant Deputy Commissioner, 
Victoria), and members of the Divisional 
Council of the Society, representatives of 
the Australasian Institute of Cost Account- 
ants and of the two taxation study groups 
of the Society. 

Mr. E. A. Peverill (a member of 
General Council* and a former Victorian 
Auditor-General) in proposing a toast to 
the guest of honour said that he was glad 
to have the privilege on behalf of those 
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present of wishing his good friend, Mr. 
Mair, happiness in his retirement and the 
good health to enjoy it. Mr. Peverill said 
that accountants and taxation officers had 
much in common, particularly so as 
accounting responsibility provided the pre- 
cision required in taxation matters, whilst 
taxation officers needed a deep knowledge 
of accountancy for the efficient performance 
of their duties. Mr. Mair became a member 
of the Commonwealth Institute of Account- 
ants in 1918. His remarkable service 
during more than fifty years in the Public 
Service enabled Mr. Peverill to say with 
every justification “We are proud of you 
as a member of the A.S.A.” 


In thanking Mr. Peverill for his kind 
references, Mr. Mair said he was deeply 
touched by the evident warmth and sin- 
cerity of his remarks, and the thoughtful 
action of the Society in arranging the fare- 
well function. He said that he had always 
enjoyed the friendliest relations with mem- 
bers of the accountancy profession and he 
knew that this happy state also existed 
between the Taxation Department and the 
Australian Society of Accountants. He 
recalled that when he began his 42 years’ 
association with the Taxation Department, 
the tax collection for that year (1915) 
totalled £8,000,000; in contrast, in this 
year’s Budget total current tax collection 


was estimated to be £800,000,000. He said ° 


that this figure indicated the growth of the 
Taxation Department and the consequent 
increase in the responsibilities shouldered 
by senior taxation officers.. 

Mr. Mair said that it was not possible 
to contemplate retirement with other than 
mixed feelings, of regret at parting com- 
pany with so many good friends in the 
Public Service, and of relief at the shedding 
of the burdens which had been his for so 
long. 


Ballarat: 

A large number of members and students 
of the Ballarat Branch combined with the 
Ballarat Chapter of the Chartered Insti- 
tute of Secretaries for a meeting on Sep- 
tember 30. The Ballarat Chapter acted 
as hosts for the evening at which the 
research group of the Victorian Division 
of the Chartered Institute of Secretaries 
conducted a model board meeting of a 
company with the purpose of demonstrat- 
ing the role of the secretary in the pre- 
paration of the Memorandum and Articles 
of Association. . 

Mr. H. P. Bowyer acted as chairman of 
directors, Mr. L. J. Butler as a director, 
Mr. S. L. Guilfoyle as the secretary and 
Mr. E. F. Meier (chairman of the group) 
as the legal representative of the company. 
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A.C.LS., A.A.LL, 


After dealing with a full agenda on the 
subject matter wherein all the main points 
likely to arise in adopting-a modern set of 
documents for Stock Exchange listing were 
dealt with, a spirited question-time 
covered a wide range of related matters, 

The meeting was under the chairmanship 
of Mr. E. Coulson, chairman of the Ballara; 
Branch Council, and a vote of thanks to the 
visitors was proposed by Mr. J. D. Chapon. 
nel and seconded by Mr. Ian Gordon on 
behalf of the Ballarat Law Society. 


Personal. 


Mr. Guy N. Moore, F.A.S.A., of the firm 
of A. Capper Moore & Sons advises having 
admitted into partnership, Mr. Bruce 
Edward Fordham as from September 1. 
The name of the firm and its address, 108 
Queen Street, Melbourne, will remain 
unchanged. 


Mr. C. H. McGee, D.S.C. AASA, 
joined the Melbourne 
office of Toplis and Harding, members of 
the Association of Fire Loss Adjusters, 
London, in October. Mr. McGee has spent 
the last 64 years on insurance activities 
in Manchester and London. 


WESTERN AUSTRALIA 


Personal. 

We extend our congratulations to the 
following members of the A.S.A. who 
have been re-elected as officers of the 
Perth Chamber of Commerce:— Messrs. 
R. Goyne Miller, A.A.S.A. (as president), 
J. E. D. Battye, F.A.S.A. (as vice-presi- 
dent), C. G. Hammond, F.A.S.A. (as hon. 
treasure). 


Smoke Social. 

Arfangements are well in hand for the 
annual smoke social of the W.A. Division 
to be held at Canterbury Court Ballroom, 
Perth, on Monday, November 4. 


Luncheon. 

At the September luncheon, Mr. G. E. 
Brockway, B.Sc., regional forestry officer, 
gave a talk on his recent visit to Pakistan. 








A.S.A. CONVENTION 


See page 444 of this issue for an 4a” 
nouncement concerning the 1958 Conven- 
oon fe be held in Sydney on May 5, 6,7 
an 
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SSt-soa 8 


Ba 8eaf 


Australian Accountants 
Students’ Society 


NEW SOUTH WALES 


On August 8, the Students’ Society of the 
N.S.W. Division enjoyed a lecture by Mr. 
D. L. Godfrey-Smith, LL.B., B.Ec., on the 
subject “Mercantile Remedies”, the main 
headings of which were: Enforcement of 
liens and charges; Commercial arbitration; 
Bankruptcy and proceedings in connection 
with sequestration and discharge. 


Mr. Godfrey-Smith’s address was of par- 
ticular interest when he explained the 
yarious types of liens and their powers of 
enforcement under Possessory, Equitable, 
Maritime and Statutory Law. His explana- 
tion of the right of conveyance with and 
without right of ownership revarding 
mortgages of land gave the students the 
opportunity to ask some interesting ques- 
tions. 


Also of particular interest were his 
remarks on bankruptcy, especially its basis 
and application. He explained that the 
principal effect of the Bankruptcy Act was 
to ensure that debtors and creditors be 
dealt with fairly without leaving the 
bankrupt with a life-long crushing debt. 
He explained the intricacies of procedures 
before and after sequestration orders. Mr. 
F. C. B. Packer moved the vote of thanks 
to the speaker. 


On August 22, the Students’ Society was 
addressed by Mr. N. F. Stevens, B.Ec., 
F.A.S.A., on the subject of “Business 
Investigations”. 


Mr. Stevens remarks were completely 
divorced from actual textbook theory. 
Instead, he told the well-attended meeting 
of his practical experiences in investigation 
work. He presented a clear picture from 
the moment an accountant is approached 
to conduct an investigation, to the com- 
pletion of his report. He outlined the 
various pitfalls he had encountered and 
methods to overcome them. 


Mr. Stevens drew particular attention 
to the fact that most investigators took 
too little notice of fluctuations in stock 
and whether there were excessive pur- 
chases during the period, and the need to 
check all items listed on the stock sheets 
as being actually in existence. He advised 
that it was essential to exercise great care 
in valuing leases, shares and any other 
matter, which might of its very nature, 
Tequire legal advice. Mr. Gibson proposed 
the vote of thanks and expressed the wish 
that Mr. Stevens would be able to help 
students again with another lecture in the 
hear future. 
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On September 9, members of the 
Students’ Society heard Mr. D. R. Prideaux, 
F.A.LI., speak on the “General Principles 
of Insurance Law”. His interesting and 
informative remarks were much appreciated 
by the students and it is hoped that he 
will be able to address members of the 
Students’ Society again. The following 
points were covered in the lecture:— 
Underwritten conditions of insurance 
policies; The requirements of Statute Law; 
and the contract of insurance, its duration 
and termination. , 


QUEENSLAND 


Members of the Students’ Society of the 
Queensland Division attended a question 
box session on July 25, when they had the 
opportunity to ask questions on their 
practical problems and to discuss them 
with others. 

A group of accountants, Messrs. R. A. 
McInnes, J. T. Catton, A. S. Donnelly, D. 
A. Gray and J. G. Orr, all well-qualified 
for the task of discussing the questions 
submitted, formed a panel which was able 
to apply wide experience in accounting 
and allied problems to the points raised by 
the students. 

At the end of the discussion, the chair- 
man moved a vote of thanks to members 
of the panel. 

At the August meeting of the Students’ 
Society, Mr. John Woodhead, A.A.S.A., of 
W. D. Scott & Co. Pty. Ltd. management 
consultants, addressed members on the 
subject, “Machine Accounting”. Mr. Wood- 
head introduced the subject on a simple 
basis, explaining the mechanics of an 
accounting machine, and developed his 
lecture to explain the application of various 
procedures. 

The question and discussion time which 
followed the address gave members the 
opportunity to clarify many problems of 
mechanisation and thus maximum benefit 
was gained from the meeting. 

At the conclusion of the discussion Mr. 
R. A. Smalley, chairman of the Students’ 
committee, moved a vote of thanks to the 
speaker. 


Education Committee. 

Members met on September 12 in the 
Oddfellows’ Hall, Charlotte Street, Bris- 
bane, to hear addresses which brought 
them up-to-date on developments in 
various phases of office mechanisation. 

So that the widest range of interests 
could be covered the committee arranged 
for executives of three office machine houses 
to address members on three aspects of 
the subiect—i.e., “The Use of Microfilming” 
(Microfile Pty. Ltd.); “Developments in 
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Basic Accounting Machines” (National 
Cash Register Co. Ltd.) and Electronic 
“7 Caen Machines” (Power-Samas 
- At the conclusion of the addresses, 
members discussed practical problems of 
office mechanisation and asked many ques- 
tions which showed their interest in this 
subject. A vote of thanks to the speakers 
was proposed by the chairman. 


WESTERN AUSTRALIA 


Students’ Society. 

On August 20, an 
entitled “The Development of Accounting, 
and Accounting Doctrines, Theory and 
Concept” was given to about 80 students 
by the chairman of the W.A. Division of 
the Students’ Society, Mr. Wm. C. 
O’Halloran, F.A.S.A., A.C.I.S. 


— ”K — 


Australasian Institute of 
Cost Accountants 


VICTORIA 


A capacity audience was present at the 
lecture given by Mr. W. B. B. Ruffels, 

C.A.A., A.A.S.A., Australasian President 
of the Institute at the Chamber of Manv- 
factures Building, Melbourne, on Septem- 
ber 24, 

The President of the Victorian Division 
of the A.I.C.A., Mr. H. F. Fox, introducing 
Mr. Ruffels paid a tribute to his work in 
the interests of the Institute and to the 
high qualification which made him an 
authority and particularly well fitted to 
speak on the subject “Reporting to 
Management”. 

Mr. Ruffels outlined the importance of 
the cost accountant’s role as a reporter 
to management and made the point that 
accountants should act like managers and 
think like managers so that they could 
develop an awareness of management’s 
needs in specific reports. He said that 
management placed great importance on 
receiving reports promptly, so that they 
were a working reference togl in business, 
not simply an _ historical record. Mr. 
Ruffels gave informative and useful answers 
to several questions put to him following 
his address. a 

A vote of thanks to the speaker was 
moved by Mr. M. G. Roberts, F.C.A.A., 
F.A.S.A. 
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interesting lecture. 


QUEENSLAND 


New Councillor. 

At the August meeting of the Council, 
Mr. R. S. Gynther, was appointed a member 
of the Divisional Council, and was welcomed 
by the president, Mr. G. M. E. Offner. Mr. 
Gynther is Queensland secretary of Claude 
Neon Ltd. 

Lunch-Hour Discussion Group: 

Members met at lunch on August 26, at 
McDonald’s Restaurant Brisbane. Mr. W. 
J. Lennon, led the discussion on the sub- 
ject, “Handling and Control of Raw 
Materials’, which was considered from the 
following three aspects: receipts, storage 
and issue. 

At the end of the discussion, the chair- 
man of the Education Committee, Mr. 
Harrisson, moved a vote of thanks to Mr. 
Lennon. 


NEW SOUTH WALES 


On August 20, the activities committee 
of the N.S.W. Division arranged an inspec- 
tion of the traffic branch of the New South 
Wales Railways. Because of the large 
number attending, three parties were 
independently conducted by senior officers 
of the Department, on a tour of inspection 
which included the Central Station control 
section, the “trouble” room, and the berth 
reservation office. 

Visits to the traffic branch are always 
most popular with members, and those 
who attended on this occasion enjoyed an 
interesting and instructive evening. 


— Xr — 


Elections for Public Accountants’ 
Registration Board (N.S.W.) 


Mr. O. H. Paton, F.A.S.A. (President of 
the Australian Society of Accountants) 
and Mr. H. W. Chancellor, F.A.S.A. (a 
councillor of the Institute of Chartered 
Accountants in Australia), another well- 
known member of the Society, have 
nominated for re-election to the N.S.W. 
Public Accountants’ Registration Board on 
which they have rendered valuable ser- 
vice for a number of years. R 

The Act provides for a Registration 
Board consisting of five members, two of 
whom must be public accountants. The 
Act also provided that, in the first instance, 
these two members would be the State 
chairman of the Institute of Chartered 
Accountants in Australia or his nominee 
and the State president of the Common- 
wealth Institute of Accountants (now 
merged in the Australian Society of 
Accountants) or his nominee. 

The elections will take place on Novem- 
ber 20. 
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PROFESSIONAL NOTICES 


Rate per line 5/-; minimum per insertion 165/-. 


ACCOUNTANCY PRACTICE: Oppor- 
tunity for purchase or partnership in well- 
established accountancy practice in large 
town within 100 miles of Melbourne. Ex- 
cellent opportunities for expansion. Apply. 
No. 459, C/- Australian Society of Ac- 
countants, 37 Queen Street, Melbourne. 


SENIOR CLERK, fully qualified with 
taxation experience, required for public 
accountants office in Sydney (city) with 
view to future partnership. Replies to No. 
251, C/- Rusaediion Society of Accountants, 
5 Bligh Street, Sydney, N.S.W. 


FIRM OF PRACTISING PUBLIC AC- 
COUNTANTS desires to purchase large 
or small similar practices, Melbourne 
Metropolitan area. Taxation work pre- 
ferred. Reply “Practice” C/- Australian 
Society of Accountants, 87 Queen Street, 
Melbourne. 


VACANCY FOR FEMALE ACCOUNT- 
ANT. The Dental Hospital of Melbourne 
has a vacancy for a woman member of the 
Society or graduate in Commerce, or a 
student almost through either course. 
Salary £962 p.a. Applications with refer- 
ences to the Secretary, Dental Hospital, 
198 Spring Street, Melbourne. 


OPPORTUNITY IN W.A.: Young ac- 
countants with initiative and ability are 
required by C. P. Bird & Associates, public 
accountants of Perth. The members of this 
frm virtually conduct their own practice 
in a soundly based co-operative partner- 
ship. Capital is not required and the’ 
successful applicant will be given a period 


of training after which he would take 
charge of one of the country branches of 
the practice. This position offers a realistic 
commencing salary with ample opportuni- 
ties for promotion, sound security and an 
excellent superannuation and bonus scheme, 
long service leave, car allowance with 
finance arranged and good residential ac- 
commodation. 

Enquiries should be made by letter in 
own handwriting, giving details of ex- 
pecans and academic background, to Box 

1253, G.P.O. Perth, W.A. 


EDUCATION DEPARTMENT OF 
WESTERN AUSTRALIA 
Technical Education Division 


LECTURER/S IN ACCOUNTANCY 
(Group II) 

Applicants must be qualified for member- 
ship of a recognised accounting society or 
institution. Additional studies or qualifica- 
tions in cost accounting, secretarial work, 
economics, statistical methods or other 
allied fields will be an advantage. 

Salary range:—Male: £983-£1,568. 

Female: £789-£1,331. 

Commencing salaries may be above the 
minimum dependent on qualifications and 
experience. 

Further promotional positions coverin 
higher level salaries are likely to be avail- 
able in the division in future. 

Applications must be made on the pre- 
scribed form, T.E.1, which can be obtained 
from the Superintendent of Technical 
Education, Treasury Building, Perth, from 
— further particulars are also avail- 
able. 





ACCOUNTANCY CLASSES 


Thorough instruction by highly qualified 
lecturers. 


Full range of subjects for Society’s Exam- 
inations. 


Stott’s Business College 


96 Russell Street, 


Melbourne, C.1. MF 6231. 








NIGHT CLASSES 
AT TAYLOR’S 


ACCOUNTANCY 
Preliminary, Stages I, II, Ill 


George Taylor & Staff 
306 Little Collins St., Melbourne 


(Entrance in the Causeway) 
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news for private company directors 


A new plan for key men has 
recently been introduced 
by the A.M.P. Society 


This plan has remarkable advantages in 
helping you solve your INCOME TAX and 
DEATH DUTY problems. 

Contact your A.M.P. Representative, or 
a telephorfe call to the nearest A.M.P. 
office will bring you full information. 
Ring: Sydney—B 0530 Melbourne—MB 1781 


Brisbane—FA 1981 Adelaide—tA 2372 
Perth—BA 2001 Hobort—B 7621 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 


HEAD OFFICE. 87 PITT STREET, SYDNEY © GENERAL MANAGER. M. C. BUTTFIELD 
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MP ELOO0AT 1 py 


Cashing your pay-roll cheque 
through Yellow Express saves 
fime, risk and money — 


"FOR PROMPT EFFICIENT 


SERVICE, PHONE... 


TLLOW EXPRESS 




















CARRIERS LIMITED 


: 134 Jeffcott Street - FY 3441 @ SYDNEY: 103 Murray Street - MW 2551 











Two Invaluable Books 
of Reference .. . 


GOLDBERG and HILL’S 


“ELEMENTS OF 
ACCOUNTING” 


Price: 17/6 per copy. 


“ACCOUNTING: A SOCIAL 
FORCE IN THE COMMUNITY” 
By MARY E. MURPHY, Professor 
of Accounting, Los Angeles State 
College of Arts and Sciences. Direc- 
tor, Research and Service Department, 
Institute of Chartered Accountants 
in Australia. 


Price: 30/- per copy. 


Available from 
_ Accountants Publishing Co. Ltd. 
87 Queen Street, Melbourne, C.1. 


and from the Society’s Divisional 
ffices. 





4 ¢ @ 

‘Spirit” away your 

addressing costs! 
WITH THE “RENA” 


“ADDRESSETTE” 


Plates made on your own typewriter. Address 
envelopes, delivery dockets in 3 seconds. Abso- 
lute legibility. Freedom from error. 


An addressing system for only £8/15/0 and 
the cost of plate frames, carbons, etc. at 
£4/8/9 per 100. 


COPY HOUSE 


FOLK & CO. PTY. LTD., 
184 ELGIN STREET, CARLTON, VIC. 
Telephone: FJ 2060. 


For ALL your copying requirements 
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pencil message to any departm 


FACSIMILE 


TELETAPE TRANSCEIVER 


SUPPLIED BY’ S.T.C. 


Steps-up operations with automatic message delivery! 


Here’s the quieter, sure way to transmit messages 
in a clear, written form. In only 18 seconds, this 
Teletape Transceiver delivers a clear, legible re- 
production of a pencilled message anywhere within 
your office building or factory. Read how this 
versatile machine can help your operations. 
IN WAREHOUSES 
Packing departments can be advised of order de- 
tails, instructions, and queries quickly and effec- 
tively. Ordering of stocks, check on individual 
parts, etc., is greatly simplified. 
IN FACTORIES 
Quick notification of production requirements 
enables parts to be moved to production line 
swiftly, speeds up re-ordering of components. 
IN BANKS 
Handling of customer account enquiries is greatly 
accelerated. The Teletape Transceiver 
faster checking of balances, etc. 
IN BUSINESS 
Urgent orders, special despatches and distribution 
instructions and other vital details requiring 
immediate attention are carried out smartly. 
Costly time-wasting messenger services and tele- 
=— error risks are eliminated. 

rite for further information and technical de- 
talls of the Teletape Transceiver as applied to 


XXvi 


YOUR particular business. No obligatis 


the coupon today. 


\ Stanadond Toleshones cmd Coles 





1 would like to know more about the F 
Teletape Transceiver—please send mé 


Address 

Type of Business 

Signature 
STANDARD TELEPHONES & CABLES 
262-274 Botany Road, Alexandria, N.S.W: 

MX 0444. 

174 King Street, Melbourne. 

An 1.7. & T. Associate. 
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